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EDITORIAL 


As We See It 


The late Senator Glass almost from the first 
repeatedly complained that the politicians had 
converted the Federal Reserve System into a 
“door mat for the Treasury.” It was, presumably, 
as a result of general disapproval of this relation- 
ship that the Secretary of the Treasury and the 
Comptroller of the Currency were removed from 
what used to be termed the Federal Reserve 
Board, but which now has the more glorifying 
title “Board of Governors of the Federal Reserve 
System.” But in such matters there is always 
likely to be a vast difference between form and 
substance. With the departure of Treasury offi- 
cials from the Board, the Treasury has not less 
but more than ever dominated the so-called cen- 
tral banking system of the country. Despite some 
show of independence last year, and notwith- 
standing rather obvious lack of stomach for the 
position into which it has been pushed during 
the past week or two, it is obvious that the Board 
of Governors of the Federal Reserve System is 
in serious danger—to state the case very mildly 
—of losing what little independence it has left. 

To the matriculate, the situation which has of 
late burst into the limelight for the edification 
of the general public has long been a familiar 
one. It has existed behind the scenes lo these 
many years, and almost every time, if not indeed 
always, the Treasury with the support of the 
White House has had its way. What has taken 
place is, therefore, at bottom not very different 
from what has been occurring from time to time 
for a decade or two, but there are certain aspects 
of these events which are, so far as we can recall, 
without precedent. They are, moreover, of more 
than purely formal significance. It is a little like 
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SECURITIES NOW IN REGISTRATION — Underwriters 


porate securities are afforded a complete picture of issues now registered with the SEC 
and potential undertakings in our “Securities in Registration” Section, starting on page 38 


A Pro 
And Monetary Policy 


By WALTER E. SPAHR* 
Professor of Economics, New York University 


Executive Vice-President, Economists’ National 
Committee on Monetary Policy 


Dr. Spahr stresses evils of our irredeemable currency sys- 
tem, along with government domination of central bank- 
ing. Scores pegging interest rates and recommends Con- 
gress cut budget; make Federal Reserve independent; 
repeal authority of F. R. Banks to buy government secur- 
ities direct from Treasury. Urges Commission to study ex- 
tent to which F. R. Banks should hold governments. 


I 
Some Basic Considerations 


It seems necessary to appraise the setting against which 
the topics assigned for discussion are apparently being 
viewed if we are to reach correct conclusions. 

(1) First of all, there is no mention of the fact, in the 
topics for discussion, running from 
Jan. 24 to Feb. 2, inclusive, that the 
people of the United States are liv- 
ing with an irredeemable currency. 
There is no suggestion that such a 
currency is harmful; or that it has 
contributed anything to the depre- 
ciation of the dollar which, as of 
Jan, 23, 1951, had a purchasing power 
of only 42.8% against the index of 
average wholesale prices in 1939; or 
that our dollar is selling abroad at a 
discount in terms of gold. 

The Economic Report of the Presi- 
dent Transmitted to the Congress 
Jan. 12, 1951 (House Doc. No. 30, 82 
Cong., ist Sess.), likewise contains 
no mention of an irredeemable cur- 
rency. There is no suggestion that it 
might be important that we ask oursélves what we are 
doing with an irredeemable currency, what it is doing 
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Walter E. Spahr 





*A statement by Dr. Spahr before the Joint Committee on the 
Economic Report, Washington, D. C., Feb. 2, 1951. 
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Investment Implications 
of Inflation 


By HOWARD F. VULTEE* 
Vice-President, Marine Midland Trust Co. of N. Y. 


Contending the real retardant or safety value of disas- 
trous inflation in U. S., in contrast with other countries, is 
our great and growing productive capacity, Mr. Vultee 
points out economic, moral and political effects of infla- 
tion. Sees threat to investments, pensions, endowments 
and annuities, and destruction of middle classes as 
great catastrophies resulting from inflation. Gives illus- 
tration of inflation’s impact on investment. 


This country has suddenly become acutely aware of 
inflation quite in contrast to the indifference of a few 
years ago when the inflation was equally intense and 
the seeds for future inflation were being carelessly sown 
right and left. While inflations are 
an inevitable by-product of war, I 
believe a better understanding of the 
inflation in the United States is pos- 
sible if it is viewed as part of the 
cumulative price we must pay for 
years of inflationary national policy, 
greatly accelerated and aggravated 
by the staggering costs and disloca- 
tions of World War II, and the cost 
incident to the. present armament 
effort. This concept finds reflection 
in the words of a Chairman of the 
Federal Reserve Board a few years 
ago who said “war financing and 
enormous Federal deficits .. .” are 
“.,. the source of the present infla- 
tion ree . we are suffering from 
the consequences of an excessively 
swollen money supply” . and... “we are caught ina 
dangerous wage-price- profit- credit spiral. g 

Inflation means many different things to different 
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*An address by Mr. Vultee at the 16th Annual Economic Con- 
ference, Rollins College, Winter Park, Fla., Feb. 1, 1951 
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New York, Chicago & St. Louis 
Common Stock 


Since I discussed New York, 
Chicago & St. Louis common 
stock in this column last March, 
the road has paid $34.50 on pre- 
ferred arrears 
last year. 

Large _ cash 
resources, 
which had 
reached 
$31,000,000 by 
Sept. 30, and 
$5,065,500 pro- 
ceeds from 
the recent 
sale of 33,770 
shares of com- 
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mon stock to 
stockholders 
at $150 a 
share, have 
enabled the 
company to 
announce full payment of $45 
preferred arrears on March 5. 
With resumption of common 
dividends in sight, stockholders 
will vote at an early meeting 
(March 29) to split the small 
common stock issue 5-for-1 and to 
give both preferred and common 
stockholders voting rights. 


W. Everit Burnet 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


Inclusion of operations of 
Wheeling and Lake Erie, in which 
“Nickel Plate’ holds over 80% 
control, pushed earnings for 1950 
to $55.88 per common share. 

The rearmament program has 
quiczened industrial activity and 
has led to reactivation of a num- 
ber of war industries in the terri- 
tory served. A substantial part of 
this traffic will move east and 
could be routed to tidewater over 
the Delaware, Lackawanna & 
Western, which holds 18% of the 
road’s common stock. 

On March 16, 1951, when I 
first recommended the purchase 
of the common stock of the New 
York, Chicago & St. Louis Rail- 
road in this column, the stock 
closed on the New York Stock 
Exchange at 106%. Since that 
time “Nickel Plate” common has 
more than doubled in price, clos- 
ing at 230 Saturday, Feb. 3. It is 
also interesting to note that the 
low for 1949 was 56; the 1948 low, 
39; the 1947 low, 18%; the 1946 
low, 26, while the 1929-1945 low 
was only 1%. 

While the current price of New 
York, Chicago & St. Louis com- 
mon stock presents a _ notable 
advance over a year ago, the 
split-up into the more popular $20 
par units and the expected re- 
sumption of common dividends 
makes the stock still attractive 
for those who are willing to 
assume a businessman’s risk. 





DONALD M. HALSTED 


President, Donald M. Halsted & 
Co., Inc., New York City 


Rockwood & Co. 5% Cumulative Pfd. A 


No security can be the best for 
all situations, so one which helps 
solve a hard current problem for 
our organization probably merits 
designation as 
the one I like 
best today. 
That problem 
is to find a 
senior. se- 
curity of a 
strong, well- 
managed 
company, 
having some 
chance for ap- 
preciation, 
which can be 
used to re- 
place called 
issues with- 
out decreasing 
the rates of return. If we con- 
cede a bit as to marketability, we 
can obtain good quality and high 
yield and solve our problem with 
Rockwood & Co. 5% cumulative 
preferred A, currently selling at 
about 76, to yield 6.58%. 


History and Management — 
Founded in 1886 and incorporated 
in 1903, Rockwood & Co. is one 
of the three largest manufacturers 
of cocoa products in the country, 
probably grinding about one-fifth 
of all beans ground. Consumption 
of cocoa beans has almost doubled 
during the past 30 years and 
seems likely to continue to gain. 
Bulk sales of chocolate coatings, 
commercial cocoas and cocoa but- 
ter probably account for about 
60% of Rockwood’s volume, the 
balance being packaged — goods, 
such as mint and rum wafers, 
“Bits,” breakfast coeoa, etc. 


Management is competent and 
experienced. The President, H. 
Russell Burbank, joined the com- 

pany in 1926, became & Vice- 
-:President in 1933, -and. assumed 
idyis present post in 1946;ethers 
also show long terms of setvice. 


Donald M. Halsted 








Sales coverage is from coast to 


coast, with main plant in Brook- 
lyn, N. Y., branches in Boston, 
Chicago, San Francisco and Los 
Angeles, warehouses in those and 
five other cities; a creamery is 
owned in Michigan. 

Earnings—For 30 years Rock- 
wood has shown profits after 
taxes, except in 1935 and 1937. 
Inventory write-downs brought 
about the losses in those two 
years; consequently “Lifo” inven- 
tory accounting as to the main raw 
material, cocoa beans, was adopted 
in 1941, as soon as government 
tax regulations permitted. In that 
year, prices for cocoa beans aver- 
aged about one-fifth of current 
quotations, The size and book 
value of this “Lifo” inventory 
have never been stated publicly, 
but it is believed to be essentially 
intact, a bulwark against any fu- 
ture inventory losses such as 
Occurred in 1937. Since issuance, 
earnings per share on the $5 cu- 
mulative preferred A have ranged 
between $20.51 in 1944 and $48.58 
in 1947; 1949 showed $25.43. 


Capitalization—At the end of 
1949, Rockwood had no _ debt, 
while cash alone exceeded total 
current liabilities of $1.21 million. 
Working capital of $5.3 million 
Stood at a new high. After de- 
ducting all reserves and the par 
value of the prior preference 
stock, net working capital per 
share of preferred A amounted 
to more than $188, and total net 
assets to $294. 


The only capital item senior to 
this issue is $150,000 5% cumu- 
lative prior preference, all owned 
by one stockholder, having no 
voting power unless dividends 
are considerably in arrears. 

The $5 cumulative preferred A, 
25,063 shares, is next in line, fol- 
lowed by 55 shares $5 “old” pre- 
ferred and 168,507 shares com- 
mon. If the old preferred is ever 
found, it may be exchanged for 
62 shares preferred A. Preferred 
A dividends have been paid regu- 
larly since it was issued in 1944; 
at that time, 1% shares preferred 
A were exchanged for one share 
old $5 preferred and dividend 
arrearages thereon of $12.50 


This Week’s 
Forum Participants and 
Their Selections 


New York, Chicago and St. Louis 
Common Steock—W. Everit Bur- 
net, Senior Partner, W. E. Bur- 
net & Co., New York City. 
(Page 2) 

Rockwood & Co. 5% Cumulative 
Pfd. A— Donald M. Halsted, 
President, Donald M. Halsted & 
Co., Inc., New York City. 
(Page 2) 

Southern Pacific Railway Co. — 
Geraid VD. McKeever, Anatyst, 
Reynolds & Co., New York City. 
(Page 2) 
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which had resulted from the 1935- 
1937 siump. 

Preferred A and old preferred 
are callable ratably at 110, but 
only after all prior preference has 
been retired. The company can- 
not mortgage or pledge fixed 
assets, nor.issue stock having 
parity with, or priority over, the 
preferred A without consent of 
two-thirds in amount of the A 
shares. 


Common dividends were started 
in 1945 at an annual rate of 80 
cents, which was raised to $1.20 in 
1947 and $1.50 on March 1, 1951. 
Extras of 40 cents in 1947 and 30 
cents in December, 1950, have 
been paid. 


Conelusion—Chocolate and co- 
cOa products are classed at’foods; 
during war periods government 
requirements are large and manu- 
facturers of these products are 
usually busy. Rockwood’s com- 
petent management, strong finan- 
cial position and Lifo inventory, 
assure the $5 cumulative pre- 
ferred A of continued investment 
calibre.- Unlisted, its marketabil- 
ity is adequate for those smaller 
accounts which need it the most, 
while a majority of large accounts 
can well afford to sacrifice some 
degree of liquidity to obtain the 
high return. 


GERALD D. McKEEVER 


Analyst, Reynolds & Co., 
Members, New York Stock Exchange 


Southern Pacific Railway Co. 


At least five good reasons can 
be offered for deeming Southern 
Pacific stock to be outstandingly 
attractive. In the first place, its 
price advance 
has been 
greatly re- 
strained de- 
spite the fact 
that—and this 
the second 
reason — the 
yield it pro- 
duces is well 
above the av- 
erage among 
major rail 
system equi- 
ties, and es- 
pecially for 
those of com- 
parable qual- 
ity. A third reason is that the 
price-earnings ratio is also under 
average, based on estimated earn- 
ings of $13 per share for 1950 and 
about $13 to $14 for 1951. 

All of these seem to be in com- 
plete disregard of the fourth fac- 
tor—an outstanding record of 
growth since 1940 in which it has 
been exceeded in its territory 
only by the Atchison. Finally, de- 
spite the fine showing made sinee 
early 1949, when the effect of 
progress in dieselization began to 
be clearly evident for the South- 
ern Pacific, there is more room 
for further improvement in the 
transportation ratio than for most 
other major systems. The South- 
ern Pacific, occupied with its re- 


Gerald D. McKeever 


.markable debt.reduction.and con- 


solidation accomplishment, was 
among the last of the major car- 
riers to begin to dieselize. Diesel 
units acquired in 1949 increased 
the diesel fleet of the Southern 
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LETTERS TO THE EDITOR: 


“Are We Falling Into 
History’s Greatest Trap?’ 


More letters given in this issue in connection with Melchior 
Palyi’s article in the “Chronicle” of January 11. 


Provision is made in today’s 
issue for publication of some 
more of the letters received rela- 
tive to the article by Melchior 
Palyi, “Are We Falling Into His- 
tory’s Greatest Trap?”, which ap- 
peared on the cover page of the 
“Chronicle” of Jan. 11. In his 
article, Dr. Palyi analyzed Soviet 
aggression techniques and asserted 
that the United States must either 
(1) restrict its defense zone to the 
Western Hemisphere or (2) 
promulgate a new Monroe Doc- 
trine specifying the areas which 
we are prepared to defend against 
the march of communism. Con- 
tinuance of our present foreign 
policy, and a policy of full and 
permanent mobilization, Dr. Palyi 


warned, can only lead to national 
bankruptcy. 


In addition to the following 
letters, reference is made to the 
fact that others appeared in our 
issues of Jan. 18, Jan. 25 and Feb. 
1, and still more will be accom- 
modated in subsequent issues. 


we oy % 


HARRISON L. AMBER 
President, Berkshire Life Ins. Co., 
"oe Pittsfield,. Mass. 

I have read with much interest 
the article, “Are We Falling into 
History’s Greatest Trap?”, by Dr. 
Melchior Palyi. 

One could write pages about his 
article but I think what you want 
is a simple statement of whether 
we agree, or do not agree, with 
its contents. 

I think generally I am in com- 
plete agreement with his ideas. 
The only thing that bothers me is 
that if we are wrong about “mo- 
bilization potential’ we are 
awfully wrong. On the other 
hand, I realized that “readiness 
potential” may, if carried too far, 
bankrupt us. To be honest, I 
would feel a lot better about the 
whole situation if our powers in 
Washington were a little bit more 
able men. I am afraid that they 
go on a day-to-day basis and that 
is never safe for any length of 


time. 
Be % 


G. T. BAKER, 


.President, National Airlines, Inc., 
3 Miami, Fla. 


I have read, 
est, the views 
Melchior Palyi. 
picture of the 
today. 

We have the finances and re- 
sources to fully protect North and 
South America and, in my opin- 
ion, that is as far as we should 
go. To do otherwise will, in all 
probability, bankrupt our gov- 
ernment. If we ever get com- 
munism here it will be because 
our people have adopted the 
Marxist philosophies and not be- 
cause of an invasion by Russia. 


with great inter- 
expressed by Dr. 
He paints a clear 
situation existing 


HARRY A. BULLIS 


Chairman of the Board, 
General Miils, Inc., 
Minneapolis 1, Minn. 


I agree with Dr. Palyi that if 
we devote too great a part of our 
national productivity to war, we 
may bankrupt ourselves. 


It seems to me that the most 
immediate danger to this country 
is not that Russia may attack us 
but that we may be the victims 
of runaway inflation. I believe 
that direct controls imposed os- 
tensibly to control inflation, may 
hamper production to the extent 
that in the end they will actually 
increase the inflation potential. 


is. <¢ 
D. L. CHAMBERLAIN 


President, The First National 
Bank and Trust Co. of 
New Haven, Conn. 


Usually I can take a position 
and justify it with reasonable as- 
surance, but this whole foreign 
picture has me stymied. After 
reading Dr. Palyi’s excellent ar- 
ticle I was greatly reassured, but 
there again it may be the natural 
relief to be given some very def- 
inite bright spots in contradis- 
tinction te the constant stream of 
gloomy and threatening informa- 
tion that seems to be pouring in 
from all sides. It is possible that 
a large percentage of that is 
propaganda to encourage the 
adoption of certain administrative 
policies, but if one can judge by 
the mad rush to plunge into an 
active war economy after many 
of our outstanding leaders have 
given the world a complete story 
of our so-called outstanding 
weaknesses, to say the least, the 
counter-effect of Dr. Palyi’s argu- 
ment and claims are most en- 
couraging. 

I am a great admirer of Gen- 
eral Eisenhower, whose _ report 
and opinion of what should be 
done will soon be given, and I 
think ought to answer many 
doubts now in the minds of our 
people, but pending that I am in- 
clined to agree for the most part 
with Dr. Palyi’s very able anal- 
ysis of our present problems. 
While there is probably no doubt 
but what we should prepare for 
the worst along the lines which 
will result in the least impairment 
of our economic strength, I do 
not believe that we should be 
panicked into the extremes to 
which we are now going. 


bd a % 


Cc. P. CONRAD 
President lIowa-lIllinois Gas and 
-Electric Company, 
Davenpert, Iowa 


I would suggest that you com- 
pare Dr. Palyi’s article with Mr. 
Herbert Hoover’s recent recom- 
mendation to this country as I 
believe that we can find no bet- 
ter guidance. Mr. Hoover has in- 
dicated after careful analysis 
what in his opinion this country 


Continued on page 32 
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The Coming Stock Market Decline 


By ANTHONY GAUBIS* 
Investment Counselor 


Market economist, maintaining 


“inflation” is being over-adver- 


tised, warns of present investment risks, and predicts fall of 
at least 25% in vast majority of stocks. Offers following rea- 
sons for selective decline: (1) substantial counter-deflations 
recurrently interrupt the long-term inflationary trend; (2) im- 


i 40-5 reduction in rate of corporate earnings; 
rr ins (4) increased floating supply of 


rising personal income tax; 


(3) 


stocks; and (5) a worsening international situation. 


The dominant force in the stock 
market today is unquestionably 
“inflation psychology.” The in- 
flationary potentials in our econ- 
omy are being 
as widely ad- 
vertised, and 
seemingly as 
widely ac- 
cepted, as 
were the mer- 
its (but not 
the risks) in 
‘Common 
Stocks as 
Long-Term 
Investments” 
in 1929 and in 
the Spring of 
1937. In con- 
trast with the 
more cautious 
views prevail- 
ing a few years ago, corporate 
€arnings are no lenger considered 
“unreal” because of the influence 
of such nonrecurring factors as 
pent-up demands, original-cost 
depreciation, or rearmament or- 
aers, and the unfavorable aspects 
of the high level of taxes is also 
being ignored. 


Anthony Gaubis 


The Bullish Influences 

Apart from this inflation psy- 
chology, (which has developed fol- 
“owing every sharp rise in com- 
“modity prices since 1936), the 
‘ rincipal bullish factors seem to 
he: (1) the high yields available 
in equities as compared with high- 
grade corporate bonds: and (2) 
the prospect that our rearmament 
program will absorb the slack in 
activity which was inevitable once 
{ *A talk by Mr. Gaubis before the New 
York Society of Security Analysts, at 


Schwartz’s Restaurant, New York City, 
February 2, 1951. 


flow to Make a Killing = 
in Wall Street 
and Keep It! a, wan na 


readable style a formula for amaz- 
tng market gains, plus the Fabulous 
Forty stocks that made spectacular 
percentage gains in the last bull 
market. To get your copy just clip 
$1 to this ad and mail to 
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With two charts, viz.: 
(1) Detailed 
month for 1951 
(2) General 
ahead to 1956 
Price $35.00, or with one 


year Ww eekly Bulletins. 
both inclusive, $125.00. 
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month by 


Expectations 








we had completed satisfying the 
major pent-up demands built up 
during World War II. 


Inflation Already Discounted 


In spite of these widely publi- 
cized factors, I believe that the 
market as a whole, by rising to 
a level of about 9% above the pre- 
Korean highs, has now discounted 
the additional inflation caused by 
the outbreak of war in the East. 
The probabilities favor a decline 
of 25% or more in the vast ma- 
jority of stocks, from either the 
highs witnessed last year or being 
recorded (in certain groups) in 
the current phase of the recovery 
from the post-Korean lows. In 
terms of the leading stock aver- 
ages, I would look for a decline 
of the type witnessed in late 1946 
or in the Spring of 1934, with the 
amplitude -of the decline in the 
averages depending largely on de- 
cisions to be made in Washington 
during the next few months. Be- 
cause of the extreme selectivity 
in the market, I think it is a safe 
assumption that many stocks will 
not exceed their 1950 highs at any 
time this year. By the same to- 
ken, it is highly probable that 
some stocks will end the year at 
above current levels, even if we 
should have a 1946-type of decline 
during the three to six months 
immediately ahead. I mention 
this point principally because it 
is important that we keep in mind 
the fact that the probable trend 
of the market as a whole is only 
one of the factors which should be 
considered in deciding whether a 
given stock should be purchased 
or held, and in what proportion 
to a basic or ‘normal’ position. 


Reasens for the Coming Decline 


My principal reasons for expect- 
ing a sharp decline in the market 
as a whole are: 

(1) In the first place; although 
I believe that our economy has 
been operating under an infla- 
tionary background since 1933, we 
should continue to expect substan- 
tial, if temporary, counter-defla- 
tions in the stock market from 
time to time, similar to those wit- 
nessed in 1937, 1940, and 1946. 
(This conviction is in line with 
the views I expressed in an ar- 
ticle which appeared in the Com- 
mercial and Financial Chronicle 
in October, 1947, when I refused 
to go along with the prevailing 
view that the Dow-Jones Indus- 
trial Average was likely to decline 
to well below the 160 level be- 
cause the market was “histori- 
cally high.”) Intermediate or cy- 
cheal declines have gotten under- 
way in recent years each time 
that public pressure has foreed 
the government to do something 
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The Stock Market Outlook 


By HEINZ H. BIEL* 
Emanuel, Deetjen & Co., Members N. Y. S. E. 


Market analyst, pointing out imponderables in appraising 

present influences, recommends that (1) long-term investors 

should retain holdings, while maintaining 20% cash reserve; 

(2) new investors should commit only one-half of their funds; 

and (3) traders should protect their profits by fairly close 
stop-loss orders. 


about a particularly sharp rise in 
commodity prices over a brief pe- 
riod of time. The record shows 
that in each of the seven instances 
since 1932, when commodity 
prices rose sharply within a pe- 
riod of three to six months, the 
stock market shortly thereafter 
had a decline of 22% or more. 
These periods include 1937, 1940, 
and 1946. If you will check back 
you will find that in these years, 
just before a sharp decline in the 
stock market got underway, the 
inflationary possibilities in our 
economy were being stressed by 
most market commentators. In 
each instance, either the Federal 
Reserve Board or the government 
itself was finally prevailed upon 
to take action which temporarily, 
at least, checked the inflation spi- 
ral and particularly the inflation 
psychology in Wall Street. His- 
tory seems to be repeating itself, 
and the Federal Reserve Board 
has finally started to carry out 
its threats of last Fall to increase 
reserve requirements, while the 
Administration has rather belat- 
edly gotten around to placing 
some roadblocks in the path of 
rising commodity prices. 

(2) In the second place, I be- 
lieve that the trend of corporate 
earnings will be sharply down- 
ward during the last six to nine 
months of this year, with the rate 
of earnings of many companies 
likely to be 40% to 50% below re- 
cent levels before the end of 1951. 
Earnings for the year as a whole 
will depend in part, of course,-on 
whether the forthcoming increases 
in cerporate taxes are made ret- 
roactive to Jan.. 1, or are not 
effective until July t. The earn- 
ings outlook for individual com- 
panies will depend on whether tax 
increases emphasize changes in 
excess-profits taxes or the basic 
corporate tax. 

My expectations of lower cor- 
porate earnings are based not only 
on the prospect that corporate 
taxes will be increased by some- 
where between $4 billion and $5 
billion a year, or roughly 20% of 
last year’s estimated corporate in- 
come after taxes, but also on the 
outlook for lower profit margins 
as prices are stabilized and as 
war work replaces civilian pro- 
duction. It should be remembered 
that the current situation is ma- 
terially different from that pre- 
vailing immediately preceding 
World War II. At that time our 
economy had been operating at 
well below capacity levels, and 
profit margins on peacetime work 
were quite low. 


I am aware of the fact that 
many stocks are selling at very 
low ratios to the current rate of 
earnings. However, I can find no 
period in the past when the mar- 
ket as a whole has not suffered 
a very sharp decline during the 
year when the trend of both earn- 
ings and taxes was unfavorable. 

(3) A third point, which is not 
unrelated to the one I have just 
discussed, is the fact that stocks 
are fundamentally worth less to 
the average investor during peri- 
ods of rising taxes than they are 
when the trend of personal income 
taxes is downward. If we are real- 
istic and take personal tax rates 


into account, the logic behind the © 


so-called “value approach” to stock 
appraisals clearly indicates why 
there is an inverse correlation be- 
tween price-earnings ratios and 


the level and outlook for personal 
taxes. The risks in the stock mar- 
ket naturally rise as prices ad- 
vance. Many astute investors 
recognize this fact, and in view of 
their high personal brackets, are 
not interested in buying equities 
once they are selling so far above 
net quick assets and similar con- 
siderations that the possibilities 
for loss are greater than the pos- 
sibilities for additional profits, 
after taxes. It is obvious that this 


Continued on page 34 


It is the exception, not the rule, 
that an analyst feels very sure of 
the market trend. But today, the 
feeling of uncertainty seems to 
me greater 
than usual. To 
be sure, the 
Dow Theory 
has only re- 
cently re- 
affirmed the 
bull market. 
The major 
trend is still 
“up.” But up 
how much? 
And how 
much longer? 

T he indus- 
trial average 
has alreauy 
risen about 
55%, the rails more than 110% 
since 1949. Many individual 
stocks have done even better. Ob- 
viously, stocks are not as cheap 
as they were 20 months ago, ‘al- 
though a good case can be made, 
statistically, to prove that many 
issues are still quite reasonable. 


Heinz H. Biel 


In fact, if we allow for ‘the 50% 
Joss in the dollar’s buying power 


in the past decade, we might even 
say that stocks in general are still 
“cheap.” : 


Factors Supporting Upward Trend 


There are good reasons to be- 
lieve that the major trend of stock 
prices will continue upwards: 

(1) Business activity will be 
at capacity levels on an over-all 
basis. It will not be a “profit- 
less” prosperity, despite higher 
taxes, price freezes, controls, aic. 
Many dividends may have to be 
reduced, but if General Motors 
cuts its 1950 dividend in half — 
which seems an unduly pessi- 


_mistic assumption — the dividend 


return of 6% is still more than 
twice the yield on good bonds. 
(2) Fear, fear of inflation, has 
beeome an overpowering motive 
for buying stocks. It has affected 
the small saver as well as the 
managers of large funds—colleges, 
churches, hospiials, personal trust, 
pension funds, etc. All these 
people are converting dollars into 
stocks in order to attain at least 
some _ protection against the 
shrinkage of capital and income. 
These investors know that they 
are paying high prices for good 
stocks, but they do not seem to 
care. They realize that stock 
prices fluctuate, that a sharp de- 
cline is always possible, but they 
are thinking in terms of years. 
Perhaps this is not what we like 
to call “sophisticated” . buying. 
But in my opinion, it is good in- 
vestment buying. These stocks 


*A talk by Mr. Biel before the New 
York Society of Security Analysts, 
Schwartz’s Restaurant, New York City, 
February 2, 1951. 


are bought for long-term holding; 
they go into the box and are un- 
likely to be dumped on the mar- 
ket at the first sign of a reaction. 


The Swing to Marginal Issues 


The increase in trading volume 
and the greater activity in low- 
priced stocks are typical of a bull 
market approaching maturity. 
When quality stocks have reached 
a level where large capital gains 
cannot reasonably be expected, 
traders are automatically at- 
tracted by secondary issues which 
up until recently had been more 
or less neglected. Some of these 
are marginal stocks, but the type 
of economy we are likely to have 
in the foreseeable future is fa- 
vorable for marginal businesses. 
I don’t think that the end of. this 
bull market is imminent. I think 
that it will not run its course until 
earnings and dividends of second- 
ary companies are appraised more 
liberally than at present. 

Fundamentally, I am still op- 
timistic on the stock market out- 
look. I have no great enthusi- 
asm for buying quality stocks at 
present levels, but in many in- 
stances their purchase for very 
long-range investment is still ad- 
vocated. The medium-term in- 
vestor who buys stocks for a cap- 
ital gain which he intends to real- 
ize, must now turn to more spec- 
ulative securities. The risks are 
greater, but so are appreciation 
possibilities. 

We are living in times and 
under conditions where anything 
may happen and much will hap- 
pen. The international situation 
is such that a major war could 
break out at any time. But it is 
also possible that our relations 
with Russia will improve and per- 
mit us to slow down the tempo of 
armament. It is conceivable that 
the Administration will take the 
fight against inflation seriously, 
and do something about it instead 
of merely talking and trying to 
cure symptoms. Any unexpected 
development which requires a 
change in the appraisal of the 
future, is a potentially upsetting 
market factor. Since last July 
stock prices have advanced 
sharply without much of a set- 
back. The market's technical po- 
sition has become vulnerable, and 
a sizable reaction is a definite 
possibility. 

My present 
are: 

(1) Long-term investors should 
not disturb holdings, but a cash 
reserve of about 20% is desirable. 

(2) New investors should com- 
mit only % of their funds at this 
time. 

(3) Traders should protect their 
long positions by fairly close 
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Little change was noted the past week in total industrial pro- 
duction for the country as a whole. However, aggregate output 
continued to hold considerably above the level for the like period 
of 1950. Unemployment insurance claims advanced very slightly, 
but were somewhat below the total for that of a year ago. 

In the steel industry raw steel poured from the nation’s fur- 
naces in unprecedented volume last week. Production of finished 
steel, according to “Steel,’’ the weekly magazine of metalworking, 
however, is not keeping pace. A combination of labor trouble and 
severe winter weather is holding back finishing mill operations, 
and toward the end of last week some curtailment of blast furnace, 
open-hearth and coke oven operations was under way. Output at 
several important steel centers is curtailed due to industrial gas 
shutoffs occasioned by the cold weather, and by transport interrup- 
tions in and out of plants resulting from the wildcat “illness” strike 
of railroad switchmen. Metalworking operations are similarly ham- 
pered over a wide area of the nation. 

The extension of existing allocation programs into May and 
inauguration of additienal programs that month are expected to 
be made by the NPA Steel Task Committee about Feb. 13, the 
magazine states, it had been thought action would be taken by that 
date to get the new programs under way by April. However, the 
trend now appears to be to shape allocations so that a Controlled 
Materials Plan can be put into effect in July with least possible 
disruption of schedules. The second quarter will see a sharp up- 
swing in steel rolling for defense and related needs, it adds. 

Munitions contracts and defense steel requirements are snow- 
balling. In addition to a diversity of orders for combat tanks, mili- 
tary vehicles, Signal Corps apparatus and airplane equipment al- 
ready placed, still heavier orders of this character are in early 
prospect. 

Freeze of prices by the government has resulted in no notice- 
able change in the situation as it applies to steel products, since 
current quotations were established before the deadline set by 
the ESA, the magazine points out. 

The wildcat railroad strike that got under way last Thursday 
involving trainmen and switchmen in various parts of the country 
showed signs of breaking up throughout the East on Tuesday of 
this week following the appeal of Defense Mobilizer Charles E. 
Wilson and W. P. Kennedy, President of the Brotherhood of Rail- 
road Trainmen on Monday evening, last. However, in other key 
rail centers in the Mid-West and West the situation grew worse. 

Effects of the strike resulted in halting oil shipments by tank 
car in the Chicago and some other interior areas and worsened an 
already serious supply situation. The walkout hindered shipments 
to factories, office buildings and jeopardized the lives of American 
soldiers fighting in Korea by delaying the movement of vital war 
supplies destined for the Korean front. 

On Monday of this week Secretary of the Treasury Snyder 
proposed immediate tax increases of $10,155,000,000 annually. Ap- 
pearing before the House Ways and Meens Committee as it opened 
hearings on legislation to provide additional revenue for defense, 
he recommended an increase of eight percentage points in the 
normal corporate tax to raise $3,080,000.000. Mr. Snyder estimated 
that a boost of four percentage points in individual income tax 
rates would yield $3,600,000,000 a year. He urged Congress to 
triple the excise tax on automobiles. double the federal gasoline 
tax and boost substantially the excise levies on whisky, cigar- 
ettes, television sets and other appliances. 

Stock corporations chartered throughout the nation in Decem- 
ber numbered 6,780, a rise of 8.4% over November’s 6,256, which 
represented the lowest monthly total in over five years, Dun & 
Bradstreet, Inc., reports. Despite this upturn, the December figure 
was 13.7% below the 7,857 for December, 1949, and marked the 
fourth successive month to show a drop from the corresponding 
month of the previous year. 

The year 1950 as a whole displayed the first gain since the 
immediate postwar year of 1946, when corporate activity reached 
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‘Merrill Lynch Profits 


At Record High Level 


- Corporation urged to establish 


profit-sharing plans with part of 
funds to be invested in com- 
: pany’s own stock. 


Merrill Lynch, Pierce, Fenner 
& Beane made a net profit last 
year of $12,544,090 before taxes 
and charitable and educational 





’ Charles E. Merrill Winthrop H. Smith 


contributions, it was announced 


by Winthrop H. Smith, managing ~ 


partner. This compares with $2,- 
404,170 earned last year. After 
charitable and educational con- 
tributions of $833,740 and esti- 
mated taxes of $8,200,000, there 
was a balance of net income avail- 
able to the partners of $3,510,350. 
This compares with a_ balance 
left in 1949 of $1,235,370. 


Mr. Smith noted that 1950 was 
the best year in the history of 
the firm. For example, last year 
Merrill. Lynch did 10.2% of the 
round lot business on the New 
York Stock Exchange, up from 
9.3% in 1949. The gain in odd lot 
business was even greater, rising 
to 14.7% from 13.7% the year be- 
fore. 


Charles E. Merrill, directing 
partner of the investment bank- 
ing and brokerage firm, said in a 
letter to customers that the gain 
in business last year “. . . was a 
consequence of a positive and 
compelling need for the services 
of the securities market. Individ- 
uals, pension fund manager, and 
trustees all realized their need 
for some place to put their money 
where it had a chance of retain- 
ing the purchasing power in the 
face of threatened inflation.” 

The report showed that in ad- 
dition to regular salaries the firm 
paid employees bonuses totaling 
some $2,520,000, equivalent to 
eight weeks’ salary for employees 
with the firm a year. Additional 
payments were made for longer 


service. Also partners contrib- 
uted $1,414,739 to the employees’ 
profit sharing plan, which brought 
to $3,651,603 total contributions 


Continued on page 35 
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’ Observations... 
By A. WILFRED MAY 


IN DEFENSE OF DEFENSE BONDS 


Prevalent Misconceptions About the 
U. S. Savings Program 
(In two parts) 


Part I—IS THE BUYER BEING CHEATED? 


One of the important manifestations of this inflation “New . 
Era” is the confused public discussion over the government’s Sav- 
ings Bond program. University economist, columnist, cartoonist, 
taxi driver, and show girl alike are charging the Treasury 
some fancy cheating 
(with connotations of deceit, fraud, hoax, 
swindle, subterfuge, lure,. dishonesty, in- 
tentional perversions of the’ truth, etc.). The 








for the demands for future additional guar- 
antees, are (1) the reduction in the purchasing 
power of the dollars put into the Bonds and 
the assumption of its continuation, and (2) the 
inferior investment performance of the Bonds § 
versus equities over the past 10 years. ye 
Let us consider realistically:—(1) whether 

the investor in Savings Bonds has actually 
been “cheated” at all; (2) if so, whether the 
malfeasance is chargeable to the Treasury; 
(3) the prospective buyers’ status; (4) justifi- 
cation of the demand for additional guarantees Se 
as the escalator technique, and (5) what rele- A. Wilfred May 
vant constructive economic policies should be 

adopted. 








The Hard-Boiled Advantages 
The great affirmative investment advantages—wholly outside 
the realm of patriotism—have always been insufficiently recog- 
nized.. There is complete absence of risk afforded by the full 
faith and credit of the U. S. The safety of principal and interest 
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United States Radiator Corporation 


6% Cumulative Preferred Stock ($50 par) 


We believe offers 
(1) Good value in a tax-sheltered issue. 





(2) Generous income—approximately 7%— 
from a well covered dividend. 

(3) Capital appreciation prospects of about 
20% to the call price. 


Quotations and Analysis on Request 
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WE WISH TO ANNOUNCE THAT 


MR. JOSEPH RUBIN 


FOR MANY YEARS THE MANAGER OF OUR 

SAN ANTONIO, TEXAS OFFICE, WILL BE 

ADMITTED AS A GENERAL PARTNER IN OUR 
FIRM AS OF FEBRUARY 1, 1951. 


WE ALSO ANNOUNCE THAT 


MR. JOHN J. RYAN, JR. 
Mr. JAMES C. RYAN 
MR. FRANK T. RYAN 


WILL RETIRE AS GENERAL PARTNERS AS OF 
THE CLOSE OF BUSINESS JANUARY 31, 1951, 
AND THAT THE LIMITED PARTNERSHIP 
INTEREST OF MR. JOSEPH M. RYAN, 
DECEASED, WILL TERMINATE ON THAT DATE. 


BACHE & Co. 
Established 1879 


MEMBERS NEW YORK STOCK & CURB EXCHANGES AND 
OTHER LEADING STOCK AND COMMODITY EXCHANGES 


36 WALL STREET, NEW YORK 5, N. Y. 
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Inflationary 


Psychology 


Versus Deflationary Background 


By A. A. MOL 


Mol & Company 
Members, New York Stock Exchange 


Economist maintains public’s inflationary spirit and inclination 

to flee from the dollar, will soon run head-on into a powerful 

array of deflationary forces. Concludes outcome of this forth- 

coming struggle between inflation and deflation, determining 

our economic setting during long years of arming, will by 
early spring provide a crucial guide for investors. 


In time, a disciplined armament 
economy will emerge from the 
debris of our free and easy busi- 
ness boom. The process of 
conversion 
may either 
occur smooth- 
ly, without a 
signiticant 
upset in busi- 
ness, or bring 
on a_ potent 
deflationary 
interlude. 

The pattern 
will not 
evolve in de- 
tail until the 
second half 
of the year, 
but its pre- 
dominant 
character 
should become visible by early 
spring. That will tell us whether 
to buy stocks, even at a high mar- 
ket level, for-long term inflation 
protection or to sell them in prep- 
aration for depression. 

Let us look at the factors which 
will contribute towards deciding 
the issue. 


A. A. Mol 


Deflationary Factors 
The stock market declines in 
1947, 1948 and 1949 were the re- 
flection of deflationary factors. 
Each time the boom was in danger 
of being killed. These will now 
recur, reenforced by other pecu- 
liar to the present time. Together 

they make a powerful array: 


(1) The Federal Government 
will have a large budgetary sur- 
plus the first quarter of 1951, 
probably at an annual rate of be- 
tween 15 and 25 billion; 


(2) Bank credit is subject to 
seasonal shrinkage from January 
to June; 

(3) Exclusive of gratis exports, 
which are paid for out of taxes, 
the nation now runs a substantial 
import surplus; 


(4) Consumer credit expansion 
was stopped in its tracks through 
credit restrictions; it is expected 
that there will be an actual de- 
cline, both in the current quarter 
and year; 

(5) The rate of expansion in 
outstanding mortgage credit will 
shrink under the influence of 
Regulation X; 

(3) The Federal Reserve Board 
has applied monetary measures to 
restrict credit by raising, first, its 
rediscount rate, then the reserve 
requirements of member banks 
and, recently, margin require- 
ments on security loans, 

Factors one and two are more 
or less seasonal and were respon- 
sible for the events of 1947-1949, 
the third is the result of Marshall 
Plan operations and importation 
of raw materials for war prepara- 
tion, while the remainder are 
are government-instigated. 

Since June, 1950, the steepness 
of the expansion in outstanding 
consumer credit, and of the rise in 
commodity prices, have been of 
unprecedented proportions. These 
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two phenomena are related. When 
credit expands, total payments 
made for the aggregate national 
product are larger than the buy- 
ing power generated by the 
processes of its production and 
distribution. People compete for 
the privilege of buying the prod- 
uct, thereby push prices up and 
create the illusion of scarcity. 
The present high level of com- 
modity prices is vulnerable be- 
cause it is tied, hand and foot, to 
a high rate of inflation. When 
that stops, prices must collapse. 
Simultaneously, scarcities change 
into unmanageable surpluses, It 
is for this reason that the defla- 
tionary factors enumerated above 
may have startling effect. There 
is apt to be more of a reverbera- 
tion when you drop a rock from 
a mountain than from a molehill. 


Depressive Factors 


Besides the deflationary fac- 
tors, which will be pinpointed to- 
gether in the next few months, 
there is a group of other factors 
the overall effect of which will be 
depressive: 


(1) The influence of unemploy- 
ment, resulting from scarcity of 
raw materials and from restric- 
tions in their use, is to curb the 
inflationary behavior of others, 
who remain employed; 

(2) The rising cost of living 
reduces the volume of goods 
which can be bought; 

(3) A squeeze on profit mar- 
gins will occur in various sectors 
of the economy and a general 
price freeze would accentuate it; 


(4) The existing accumulation 
of inventories will restrict for- 
ward purchases on the part of 
business; 

(5) New tax laws will go into 
preparation. 


This list is incomplete. 


The Great Inflationary Factor 


If the population, consisting of 
business people and consumers, 
were able to inflate only through 
expansion in its indebtedness, then 
the answer to our “either-or” 
question would be clear as day- 
light. We would know that the 
boom would be deader than a 
doornail in three months. 


The population has more free- 
dom of action than that. It may 
choose to use capital assets, sav- 
ings Or the proceeds from the sale 
of investments, to pay for current 
expenses. That is called dis- 
saving and is just as inflationary 
as buying on credit. It is already 
prevalent. 


The people have a great deal of 
capital which they can eat up if 
they be so disposed. They are in 
the mood to satisfy their desires 
with disregard of the conse- 
quences: everybody for himself 
and the devil take the nation. 
This is the big inflationary factor 
at this time. I am not pointing 
a finger at specific people or 
groups; we are all in it. Our gov- 
ernment has failed to “sell” us 
the military issue and now is pre- 
paring to take away our luxuries. 
Hence our frivolous behavior. 

The conservative part of the 
population, which pays in cash for 
its purchases, can increase con- 
sumption out of capital to such a 
degree that it practically neutral- 
izes the forthcoming decline in 
credit expansion. If so, the over- 
all rate of national inflation will 
not change materially and con- 
version will take place on a fairly 
even keel. 

Future actions by our govern- 
ment will exert their influence 
on the outcome of the forthcoming 
struggle between deflationary and 
inflationary forces. In order to 
gauge their significance, we must 
endeavor to ascertain how serious 
the international situation really 
is, and how serious the people in 
our government may be about it, 
even if, so far, they have failed to 


Continued on page 31 











From Washington 
Ahead of the News 


By CARLISLE BARGERON 























3 
- 











I have always said I’m for freedom of the press; in fact, if I 
were a Congressman and if the “news boys” as the late Senator 
Simeon Fess of Ohio used to call the Washington correspondents, 
much to their annoyance—anyway if they were to come to me and 
ask: “Congressman, are you in favor of free- 
dom of the press?” I would reply unhesitat- 
ingly that I certainly was. 

Which is to say that insofar as our Eastern 
press, at least, is concerned, I don’t see how 
any dictator could complain of its mass effi- 
ciency, its ability to do a propaganda job; that 
is, when the President wants a big job done. 
Oh, it may quarrel with him on things like 
the Taft-Hartley Actor the Brannan farm plan 
or domestic spending. But on such paramount 
questions as spending in Europe, warring in 
Europe or sending armed divisions to Europe, 
this Eastern press is really superb. It is invari- 
ably way out in front of the thousands of 
propagandists which the Administration pays 
to do the job. It has the ideas and it has the 
disseminating skill. A controlled press, ordered 
to go out and do this job, could not possibly 
attain the high degree of accomplishment which our free press 
does. 

Take, for example, the “Great Debate” which we have been 
hearing about. First, consider that this was a cunning idea of the 
Eastern free press in the first place, then let your mind run back 
to the period just after the November elections. You would have 
thought from the results of these elections that the global leader- 
ship or international nonsense of our government, or a large part 
of it, was at an end. The mail of the Senators and Representatives 
was so vicious, so demanding that we get out of Korea and let 
Europe go to hell that even those of them who have been sneer- 
ingly dubbed “isolationists’” were alarmed at the bitterness of feel- 
ing and fearful lest the swing be going too far. 


Senator Saltonstall, an intensely honest man, came into a 
conference of Republican Senators one day with a more mournful 
expression than usual. 


“Senators,” he said most solemnly, “I am deeply worried about 
the attitude of the people as it is reflected in the communications 
I am getting. Here is a typical one: ‘Dear Senator, get out of 
Korea, leave Europe alone, fire Acheson, impeach Truman and 
then you resign yourself.’ Now, Senators, it grieves me to see the 
American people in that state of mind.” 

He didn’t see the humor, either, when the other Senators 
burst into laughter. 


Anyway, this seemed to be typical of the public’s state of 
mind, a state of mind to which Senator Taft, long smeared as a 
“despised isolationist,’ came back to Washington—from an over- 
whelming victory in his native state. Having said many months 
previously that nobody but an idiot could be an “isolationist” 
these days, he proceeded to work out a “rational” or “realistic” 
foreign policy which we could successfully carry out without 
being wrecked at home. It was somewhat but not so essentially 
different from Hoover’s, submitte@ a few days before. Basically 
it called for building our defense around the Navy and Air Force, 
not try to fight Russia’s land armies in Europe. Thus the issue was 
drawn with the Administration and the fervid Internationalists 
who believe in massing millions of American troops in Europe. 
As I recall, Governor Dewey wants an army of 15 million men. 


At first the smear artists turned angrily upon Taft and Hoover, 
but a more cunning voice counseled that this was not the way. 
After all, the American people should be acquainted with the 
situation, this voice said, and they should be permitted to make 
the decision. To this end there should be the “Great Debate,” Taft 
and Hoover et al on the one side, the Administration et all on the 
other. Nothing could be fairer and the so-called “Great Debate,” 
was on, whoop-lahed and built up by the Eastern press as the way 
this country does things. There is every indication that Senator 
Taft entered it with high hopes because he is a master in debate. 

But here was the ace up the sleeve of the Internationalists. 
General Eisenhower should be sent over to determine the spirit 
and the will to fight of our European allies. His report would 
make a splendid contribution to the “Great Debate.” 

From then on, the free Eastern press began to beat a drum 
that the outcome of the “Great Debate’ would turn upon the 
General’s report. It is in such as this that no controlled press could 
excel our Eastern free press in propagandizing efficiency. 

There was never any doubt, of course, as to what the sub- 
stance of the General’s report would be. Immediately, Taft and 
his followers saw they had been tricked, and the Senator in antici- 
pation of the report, backed up from a point of sending no troops 
to Europe, to limiting the number to be sent. This is all he has 
any chance of salvaging from the “Great Debate,” and I doubt 
he will salvage this. 

The free Eastern press, the General having made his report, 
has concluded the “Great Debate” is now over. It was conducted 
fairly and squarely, this press avers, and it was a very healthy 
thing for the American people. The General has found that al- 
though there is a lot of war weariness among the Western Euro- 
peans, understandably because of what they’ve been through, he 
detected an unmistakable revival of spirit, a spirit that will soar 
with our help. We have a hunch that the General is not being as 
strong or as positive as was expected of him, but the free Eastern 
press says his report is good enough and the “Great. Dehate” is 
over and their side won. You've got to admit it was right.thrilling 
while it lasted. 


Carlisle Bargeron 
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The Supply of Invesiments 


By RAYMOND RODGERS* 


Professor of Banking 
Graduate School of Business Administration 


New York 


University 


Dr. Rodgers reviews conditions which will determine supply of 

investments in 1951, and concludes amount coming to markets 

will probably be somewhat less than previous year, but reduc- 

tion will not exceed 10% to 15%. Sees factors existing which 

will increase volume of bonds and notes offered, but. points out, 

because of a “boiling” stock market, there may alse be 
considerable equity financing. 


As wealth accumulates, as the 
“welfare state” burgeons, as the 
standard of living rises, as inter- 
national commitments become 
more involved 
and ung¢er- 
tainties in- 
crease, the 
tendency to 
use capital for 
purposes other 
than produc- 
tion grows at 
an alarming 
rate, Any at- 
tempt to fore- 
cast probable 
developments 
in the world 
of capital and 
credit must 
give full 
weight to all 
the forces involved. Looking at the 
capital supply side for a moment, 
Colin Clark, the distinguished 
economist from down under, char- 
acterizes present conditions with 
the observation that in rich coun- 
tries, such as the United States, 
the capacity to save exceeds the 
opportunity for remunerative em- 
ployment of the savings, which 
leaves a surplus that must be util- 
ized in international investment, 
Or squandered in budget deficits 
and government waste, or negated 
by devastating unemployment or 
some such economic blood-letting. 
In my opinion, Dr. Clark does not 
give full weight to the dynamics 
of the American economy; none- 
theless, we must recognize our 
great capacity to save. When to 
this capacity to save is added our 
even greater capacity to expand 
credit at all levels, and in all sec- 
tors of the economy, a new light 
is thrown on the economic im- 
portance of the role of even the 
non-productive borrowers! 


Lord Keynes’ prediction of the 
euthanasia of the “rentier” would 
be far nearer realization than it 
is if we had not had the great 
expansion in types and totals of 
borrowing which characterized the 
financial trends of the ’30s and 
40s. 


What Will Determine the Supply 
of Investments in 1951? 


The coming transition from ci- 
vilian boom to a controlled civilian 
boom plus rearmament boom plus 
capital goods boom by industry 
makes it impossible to rank the 
various factors determining the 
supply of investments in the order 
of the relative, or absolute, impor- 
tance. Nontheless, we _ should 
briefly delineate the more impor- 
tant determinants so that they 
can serve as background for the 
specific evaluations which will be 
given a little later. 

The price level will have a basic 
influence on the amount of bor- 
rowing. Prices have already in- 
creased a greal deal and most ob- 
servers expect a further increase 
in 1951, despite price controls. 
Moreover, it is now widely agreed 
that the present price level for 
capital goods is here to stay—at 
least for the foreseeable future. 
Belief that the present capital 
goods price level represents a new 
and more or less permanent pla- 
teau will favorable affect the de- 


Raymond Rodgers 





*An address by Dr. Rodgers at the 
Sth Session, Conference on Mortgage 
Lending in a Military Economy, New 
York City, Feb. 1, 1951. 





cisions of many corporations on 
expansion. 


The willingness to borrow is an- 
other important determinant. It, 
of course, can arise from neces- 
sity, such as military preparation 
or competitive cost reduction im- 
peratives, or from choice, such as 
the desire to take advantage of a 
favorable outlook for profits or 
expansion to improve market po- 
sition, etc. The necessity of mili- 
tary preparedness is patent, and 
acceleration of the shift from labor 
to capital to reduce costs is gen- 
erally admitted. Higher taxes, 
lower profits on military orders 
and government price fixing will 
reduce profit considerably, but 
profits in 1951 will still be sub- 
stantial enough to prove a strong 
incentive for expansion. 


The volume of business in 1951 
will be very high by any stand- 
ards. Even with controlled inven- 
tories and shrinking accounts re- 
ceivable, the high volume and the 
necessity of readjustment caused 
by the shifts from civilian pro- 
duction will create a need for fi- 


nancing; but, it must not be over- 
looked that the greater part of 


this financing will come from in- 
ternal sources. Heavy reliance on 
retained earnings is traditional in 
American corporate finance. To 
this established practice must be 
added the effect of the recent de- 
fense legislation authorizing gov- 
ernment loans for rearmament 
purposes, the tax legislation per- 
mitting accelerated depreciation 
and the sharply increased personal 
income taxes, all of which make 
it more attractive than ever be- 
fore to short-circuit the securities 
markets. 


Against this background of 
growing rearmament, booming 
business and increasing prices, let 
us now take each of the main 
categories of investments and try 
to estimate their 1951 volume. 


Mortgages 


As your primary interest is in 
the supply of mortgages, we will 
start with them. Fortunately, you 
are experts in this field, so the 
discussion can be short and to 
the point. 

Regulation -X. has been the real 
estate financing ‘whipping boy” 
for several months. Some of the 
things. which mortgage bankers 
have said about it have been ex- 
treme, to put it mildly! The jus- 
tification for Regulation X from 
a military or rearmament stand-~ 
point is apparent to any unbiased 
reader of the daily newspapers. 
The justification from an eco- 
nomic standpoint, likewise, should 
be more than obvious to any of 
you gentlemen in the business of 
real estate financing or construc- 
tion. 

* Measured by any objective 
standard, Regulation X was pro- 
mulgated when the economy was 
riding the crest of the greatest 
housing boom the world has ever 
known. Moreover, because of cer- 


tain loopholes in Regulation X 
—loopholes- which some lenders 
exploited unconscionably — the 
total mortgage debt continued its 
upward trend and it will prob- 
ably exceed $50 billion before the 
trend levels off. When this $50 
billion lean—spelt l1-e-a-n—on the 
old homestead is considered in 
conjunction with the great burden 
of Federal, state and local debt, 
and. with the tax burden we face 
in the long semi-war effor{ ahead 
(from which. there seems to be no 
escape), the contribution of Regu- 
lation X to financial safety be- 
comes apparent. In fact, I do net 
hesitate to advance the ovinion 
that the time will come when 
Regulation X will be looked back 
on as a lifesaver, even by the 
diehards. 

The purpose of Regulation X 
and the other restrictions was to 
reduce the inflationary pressure 
of further expansion of real estate 
credit. These restrictions will 
eventually have some effect, al- 
though not nearly as much as the 
complaining would indicate.. As a 
matter of fact, shortages of ma- 
terials and direct government 
controls, such as the prohibition 
of all construction for amusement 
purposes and the temporary freeze 
on commercial construction, which 
is now being succeeded by licens- 
ing, will probably make all de- 
mand restricticns largely academic 
before many more weeks have 
pased. 

In any event, whether from di- 
rect or indirect causes, it now 
seems reasonable to anticipate a 
decline of from 30 to 40% from 
the swollen new mortgage levels 
of 1950. Moreover, because of 
widespread “beating the gun” on 
Regulation X, most of the decline 
will come in the second half of 
the year, But, before you do any- 
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thing drastic about this decline, 
pause and reflect that the reduced 
volume will still be high by any 
historical standards! 


Corporate Bonds 

Capital outlays now planned for 
1951 are greater than in any year 
of our history. Total plant and 
equipment outlays for 1950 are 
estimated as about the same as 
the .$18.1 billion. spent for the 
Same purposes in 1949, but in 1951, 
expansion af $21.9 billion is under 
way, according to a speeial survey 
of business plans made by the 
Securities <-nd Exchange Commis- 
sion and the Department. of Coin- 
merce. This total is 21% higher 
than the estimated outlays . for 
1950 and about 14% higher than 
the peak outlays in 1948. 

Allowing for the rise in capital 
goods costs during 1950,'the physi- 
cal volume of outlays in 195I is 
currently anticipated at-abont 17% 
above actual expenditures in 1950. 
In view of the tight materials and 
manpower situation which will 
result from increasing defense ex- 
penditures, there is considerable 
question whether this expansion 
will be fully realized in 1951. 

In addition to physical expan- 
sion, increased volume, expanding 
inventories and other working 
capital requirements will probably 
push total new capital require- 
ments past $30 billion. 


Should this not mean a greaily 
increased supply of corporate se- 
curities coming to the market? 
While no one can be certain, I 
doubt there will be much change, 
if any, in the total of corporate 
bonds and noies offered investors. 

So that you may reach your 
own conclusions and also revise 
them from time to time as the 
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Faith Yields Priceless Dividends 
Absolutely Free of All Tax 
—And Yet Trees Never Grow to Heaven 





The following is a reprint from an 
advertisement of May 4, 1938: 
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is time to make practical application of the time- 
honored declaration “In God We Trust”. 


Invest in and patronize American business, now 
at 75.4% of normal, and get a yield of a happy and 


prosperous United States of America. 


Cheer and optimism, not fear and pessimism, will 
move the index line back to normal. 
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Don’t Be Afraid of the Market! 


By LUCIEN O. HOOPER* 
Analyst, W. E. Hutton & Co., Members New York Stock Exchange 


Mr. Hooper suggests that stock prices are not high, since they 


represent far greater earnings, 


dividends, and book values per 


share, than in the 1920s. Concludes added speculative courage 
now is merely curing long previous attitude of undervaluation. 


To anyone who looks at values, 
and sees where the demand for 
stocks is coming from, there is 
little to suggest that stocks are 
high. The 
stocks we are 
trading in to- 
day are much 
better equities 
than we were 
handling in 
the 1920s or 
the 1930s. 
They repre- 
sent more 
earnings, 
higher divi- 
dends and 
much higher 
book values. 
They repre- 
sent all the 
@earnings 
which have been retained (not 
paid out in dividends) for the past 
20 years. Today stocks are being 
traded in dollars which have a 
purchasing power of about 55 
cents aS against a purchasing 
power of 108 cents in 1933, 83 
cents in 1930 and 81 cents in 1929, 
When you buy stocks, you buy 
assets which are replaceable only 
with dollars—so the depreciation 
in the dollar is a legitimate thing 
to consider in a proper appraisal 
of equities. 





L. O. Hooper 





*A summary of Mr. Hooper’s remarks 
before the New York Society of Security 
Analysts, Schwartz’s Restaurant, New 
York City, Feb. 2, 1951. 


In 1930 (when the Dow Indus- 
trials sold at a high of 294) stocks 
were appraised at 29.4 times earn- 
ings of $10.06 to yield 242% on 
dividends of $7.44. Today the 
Dow Industrials are selling around 
250, while earnings last year are 
estimated at $25.50 (after retro- 
active EPT) and dividends at 
$15.70. This means that stocks to- 
day are selling at 9.7 times their 
1950 earnings to return 6.1% on 
their 1950 dividends. 

The statement frequently is 
made that stocks are higher than 
at any time since 1930. Actually, 
if stocks were as high as their 
1930 tops on the basis of earnings 
and dividends, the Dow Indus- 
trials would stand at somewhere 
between 630 (on the basis of divi- 
dend return) and 750 (on the basis 
of earnings). Arithmetically, such 
computations mean absolutely 
nothing—but qualitatively they 
mean a lot. 

During the past 10 years inves- 
tors have become so accustomed 
to extreme undervaluation for 
equities, and to a reluctant: mar- 
ket without a semblance of cour- 
age, that it is hard for them to be 
more realistic and to comprehend 
the fact that the attitude of in- 
vestors is changing. I do not think 
the present is any time to be afraid 
of the price level. Both the in- 
vestment demand for stocks and 
the speculative demand for them, 


which is something new recently - 


added, are very strong. 





The Bull Market's Final Phase 


By JOSEPH 


MINDELL* 


Partner Marcus & Co., Members New York Stock Exchange 
Author “The Stock Market.” 


Market analyst, while conceding bullish influence, maintains 

adverse factors, as excited public participation, over-adver- 

tising of inflation, reduced earnings prospects, higher taxes and 
excessive inventories, presage a major market decline. 


It doesn’t require a microscdpic 
examination of the economic scene 
to isolate and discover the bullish 
forces that have sparked the 60- 
point stock 
market rally 
since last July. 
In the main, 
these forces 
have been: (a) 
good yields, 
with a favor- 
able spread 
between stcck 
yields and 
bond yields; 
(b) a broad- 
ening interest 
in common 
stocks on the 
part of the 
general pub- 
lic, the rapia- 
ly growing open-end trusts, and 
the new pension funds; (c) per- 
sistent deterioration of the dollar; 
(d) armament production that 
virtually guarantees a record level 
of business activity; (e) the gen- 
eral impact of inflation and the 
wide publicizing of it. As the Na- 
tional City Bank letter very aptly 
labels it “inflation by publicity”— 
the Government and press have 
helped generate a wave of scare 
buying in many fields where only 
a Catastrophe could produce short- 


ages. 
The market rise still has. power- 


momentum., It. risen.a fe 
its*each day’ sat | 


talk by Mr. Mindell 
ty of Security 
taurant, New Y: 





Joseph Mindell 














surface everything looks propi- 
tious for the immediate future. 
This is the phase of the market 
rise when nimble traders can 
make fast profits on the most 
trivial, and often erroneous, evi- 
dence. 


What’s Ahead? 
What lies beyond this traders’ 


2 paradise? What is the background 


likely to be when this market rise 
loses its momentum? There are 
many characteristics of the excit- 
ing final phase of a market rise in 
the very strength now. The gen- 
eral public is buying on the rise, 
as is shown in the odd-lot figures; 
the cats and dogs are active; there 
is an air of intense market excite- 
ment, and the stock market rise is 
front page news day after day; 
the traditional tail-enders are 
strong;.the laggards are coming 
up; and a new surge is occurring 
in some of the recently sluggish 
blue chips. 


’ Adverse Business Factors 


What lies ahead for business? 
Total activity for 1951 should run 
around 1950 levels. But there will 
be some adverse profit factors: 


(a) There will be an indeter- 
minate time interval between the 
drop-off in civilian production, 
because of shortages and curbs, 
and the high level armament pro- 


* duction which is due latér in 1951. 


hus the specific timing of de- 


, fense orders will have an impor- 
‘tant bearing on first-half earnings. 


Any delay will show up as re- 
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duced earnings for many compa- 
nies. 


(b) There will be lower profit 
margins on Government business, 
and the stock market will capital- 
ize these profits at a lower price- 
earnings ratio because of the risk 
of renegotiation in the future. 


(c) Searcity and interrupted 
schedules will cause dislocations 
in production—and such disrup- 
tions in the flow of materials and 
production lines show up ad- 
versely in the profit figures. 


(d) The wage freeze is unlikely 
to be enforced as rigorously as the 
price ceilings on finished goods. 
Notice how John L. Lewis exerted 
pressure successfully for a wage 
increase for coal miners, and how 
his. victory spurred the railroad 
unions into immediate action. 


(e) There will be increased cor- 
poration taxes, which will cut into 
the dividend rates of the types of 
corporations who pay out most of 
their earnings, and a possible in- 
crease in the 62% overall ceiling. 


Individuals’ Money Squeeze 


Also the money supply for in- 
dividuals will be squeezed in com- 
ing months by higher taxes, the 
imposition of further excise taxes 
on many of the things which they 
buy, and a continued general rise 
in the cost-of-living part of the 
average family budget. 


The public, as well as business 

at large, have been buying ahead 
to excess. This wave of buying in 
excess of current and nearby con- 
sumption is one of the dominating 
inflationary forces of the moment. 
In its present condition, the econ- 
omy would be vulnerable to any 
shift in the international winds 
that might slow the pace of arm- 
ing and stockpiling. 
Business, knowing that raw ma- 
terial prices will rise via selected 
shortages, premiums, and gray 
markets, etc., wants to carry the 
largest possible inventory. There 
is am accumulation of. goods far 
above current requireménts. This 
is apparent in the statistics of 
commercial loans—and geograpli- 
ically is a nationwide phenome- 
non. It is particularly noticeable 
at this time which normally is a 
period of seasonal contraction in 
commercial loans. Because of this 
broad trend, the working capital 
needs “of American businéss are 
rising swifty. 

The Government has been ap- 
plying fiscal and credit brakes to 
the eeonomy in recent months, 
with no great effect. But this at- 
tempt is likely to continue as the 
inflation appears more menacing. 
Curiously, we do not today have 
the deficit financing which has 
sparked our recent inflation flur- 
ries. On the contrary, the Gov- 
ernment is today taking more out 
of the cash stream than _it.is put- 
ting in. 

Thus the stock market rise has 
reached its final phase against a 
background. of business vulner- 
ability and financial squeeze. The 
consequent stock price decline 
will take place under more dan- 
gerous conditions than. those of 
the last few years. The long-térm 
depreciation of the purchasing 
power of the dollar does not elim- 
inate the possibility of severe 
temporary corrections, as we saw 
in 1946, 1948,°1950. 


Walston Hoffman Adds 4 
(Special to THe FrnaNcrAL CHRONICLE) 
SAN FRANCISCO,. Calif. — 

Charles M. Aléxander,° David. J. 

Jue, Hoy Quon, and Alpha C. 


Ruddell are now with Walston, ° 


Hoffman & Goodwin, 265 Mont- 
gomery Street, members of the 
New York and San Francisco 
Stock Exchanges. 


With Investment Service 
(Spécial to Tae Frnancrat CHRontcie) 
DENVER, Colo.—James L. 
Walker is now associated with 


Investment Service Corporation, 
650 17th Street. 
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Dealer-Broker Investment 


Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following Literature: 













Air Transport Industry—aA study 
of the Strategic Position—Kidder, 
Peabody & Co., 17 Wall Street, 
New York 5, N. Y. 


Amott Baker Realty Bond Price 
Averages—Bulletin—Amott, Bak- 
er & Co., Inc., 150 Broadway, New 
York 7, N. Y. 


Bank and Trust Companies’ 
Stocks—1950 analysis of 30 lead- 
ing stocks—A. M. Kidder & Co., 
1 Wall Street, New York 5, N. Y. 


“Close-Up’—Brochure _reveal- 
ing the behind-the-scenes story of 
an American investment service 
at work—Francis I. du Pont & 
Co., 1 Wall Street, New York 5, 
N. Y. 


Government Bond Portfolios — 
Breakdown — Laird, Bissell & 
Meeds, 120 Broadway, New York 
o. N: Y. 

Also available is a breakdown 
of Sources of Gross Income. 


How to Make a Killing in Wall 
Street and Keep It!—Formula for 
market gains plus “fabulous forty” 
stocks which made _ spectacular 
percentage gains in the last bull 
market—$1—Dept. 6, McKay, 225 
Park Avenue, New York 17, N. Y. 


Leading Banks and Trust Com- 
panies of New York—75th con- 
secutive quarterly comparison— 
New York Hanseatic Corporation. 
120 Broadway, New York 5, N. Y 


Market X-Ray Graph: 78 stocks 
whose appreciation possibilities 
offer an opportunity for profit on 
a limited risk plan — Available 
with a four-week trial subscrip- 
tion, which includes current Mar- 
ket X-Ray Graphs and explana- 
tory manual, “A New Look Inside 
The Market.” — $5 — Dept. C-2, 
Market Action, Incorporated, P. O. 
Box 986, G. P. O., New York 1, 
a ee 


Men, Mills and Timber — Bro- 
chure describing the company’s 
50 years of progress in the Forest 
industry — Weyerhaeuser Timber 
Co., Tacoma 1, Wash. 


Motion Picture Stocks — Anal- 
ysis— Bruns, Nordeman & Co., 
321-323 Broadway, New York 7, 
N. Y. Also available is an anal- 
ysis of Electric Bond and Share 
Company. 


New York City Bank Stocks— 
Year-end comparison and analysis 
of 18 New York City Bank Stocks 
—Laird, Bissell & Meeds, 120 
Broadway, New York 5, N. Y. 


New York City Housing Author- 
ity Bonds— Charts showing the 
outstanding bonded indebtedness 
of each issue arranged according 
to coupon rate with project num- 
ber, date of issue, maturities and 
the nearest call date and call price 
—Copies may be had by writing 
to Municipal Bond Trading Dept., 
Ira Haupt & Co., 111 Broadway, 
New York 6. N. Y. 

Also available from Ira Haupt 
& Co. is a review of Farm Equip- 
ments and Food Oils. 


1951-1956 Trend Outlook with 
two charts, detailed month by 
month for 1951, and general ex- 
pectations ahead to 1956—$35, or 
with one year weekly bulletins, 
both inclusive, $125—James Mars 
Langham, Box 795, Santa Monica, 
Calif. 


Oil Securities in a High Tax 
Economy—Analysis—H. Hentz & 
Co., 60 Beaver Street, New York 
4, N. Y. 


' Over-the-Counter Index—Book- 
let showing an up-to-date com- 
parison between the thirty listed 
industrial stocks used in the Dow- 
Jones Averages and the thirty- 
five over-the-counter industrial 
stocks used in the National Quo- 
tation Bureau Averages, both as 
to yield and market performance 
over an eleven-year period—Na- 
tional Quotation Bureau, Inc., 46 


Front Street, New York 4, N. Y. 
Recommended for Purchase — 
Brief data on 12 issues which ap- 
pear interesting—Eastman, Dillon 
Continued on page 43 








TWIN CITY SECURITY TRADERS ASSOCIATION 


The Twin City Security Traders Association announces that 
the Association’s annua! outing, “Operation Fishbite,’ will be 
held June 22nd, 23rd and 24th at Gull Lake. 


INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA 


The Annual Mid-Winter Dinner of the Investment Traders 
Assoeiation will be held at the Benjamin Franklin Hotel Wednes- 


day, Feb. 21, 1951. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 


The Security Traders Association of New Yotk (STANY) 
Bowling League standings (2nd half) of Feb. 2 are as follows: 


Team— 


Donadio (Capt.), Demaye, O’Connor, Whiting, Workmeister 
Burian (Capt.), Manson, King, Voccoli, G. Montanyne___ 
Bean (Capt.), Kaiser, Growney, Gronick, Rappa 
Krisam (Capt.), Bradley, Montanyne, Weissman, Gannon 
Greenberg (Capt.), Sullivan, Stein, Wechsler, Siegel 
Goodman (Capt.), Casper, Valentine, M. Meyer, H. Frankel 
Hunter (Capt.), Lytle, Reid, Kruge, Swenson 
Serlen (Capt.), Gersten, Gold, Krumholz, Young 
H. Meyer. (Capt.), Smith, Farrell, A. Frankel, La Pato___ 
Mewing (Capt.) ‘Klein, Flanagan, Manney, Ghegan 
Leone (Capt.), Krasowich, Nieman, Pollack, Gavin 
Kumm (Capt.), Weseman, Tisch, 


Won Lost 
3.60 
2 1 
ees 2 1 
2 1 
efiee 2 1 
2 1 
ee oe SS 1 2 
ae ve 1 2 
1 2 
ee dis 1 2 
_.s—— 1 2 
Strauss, Jacobé7i_« -___ o gz 


Ricky Goodman (Shields & Co.) had high series of 627 with 


three games of 204, 214, and 209. 


Gregory) had high game of 233. 


Joe Krasowich (Bonner &~ 










KEY VALUES 
FOR 1951 





Lucryboilys looking 


til the 


‘+ THE NEW General Motors cars for 1951 


are now on display. 


The finest models yet produced by Chevrolet, 
Pontiac, Oldsmobile, Buick and Cadillac—they 
are centers of attraction everywhere. 

You will find each as thrilling to drive as it 
is to behold—each distinguished by important 
new advances in styling and ease of handling 


So 


that have been years in the making. 
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over the ABC Network, coast to coast. 





Rick Zig ne 


Sea MMT ty 
BMH 4 
“Ve 
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For each has benefited from the continuing 
program carried on, year after year, by 
GM's research, engineering and production 
staffs to develop betterments in materials 
and construction for use by all General 
Motors cars. 


This exploration is concerned with a multitude 
of things—from window glass and finishes to 
metallurgy and the chemistry of fuels. The 
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“MORE AND BETTER THING 


CHEVROLET * 


sf “ 
Your Key to Greater Value Lig 


lf 
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General Motors ¢ car 
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Seaioioees 
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net result is the richer beauty, finer quality 
and superb performance that make the new 
GM cars the key values for 1951. 


We believe they will supply the better trans- 
portation millions of Americans still need, and 
invite your critical inspection—at the show- 
rooms of your local GM dealers. 


Standard equipment, accessories, trim and models 


are subject to change without notice 


GENERAL MOTORS 


S FOR MORE PEOPLE™ 


PONTIAC * OLDSMOBILE ¢ BUICK ¢ CADILLAC 


BODY BY FISHER ¢ GMC TRUCK & COACH 


The Key toa If 


Hear HENRY J. TAYLOR on the air every Monday evening 






10 (622) 














Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week—Bank Stocks 


The Corn Exchange National Bank and Trust Company and 
Girard Trust Company, two of the major banks in the Philadelphia 
area, have announced their intention to consolidate the operations 
of ihe two institutions. 

Final plans to effect the combination have not yet been made 
public or completed. When completed and accepted by the boards 
of the respective institutions, they are to be submitted to the 
stockholders and the banking supervisory authorities for final 
approval. 

According to the plans announced so far, the combined bank 
will be named Girard Corn Exchange Bank and Trust Company. 
Present stockholders of both Corn Exchange and Girard would 
receive one share of stock in the combined institution for each 
share of stock of Corn Exchange and/or Girard Trust now owned. 
Personnel of both banks would be absorbed into the new insti- 
tution. 

In view of the fact that the shares of each bank are to be 
treated on an equal basis, a review of some of the per share 
figures for the past several years is in order. Girard Trust has a 
fiscal year ending Nov. 30 and the earnings are for the year 
ending at that time. All other comparisons are on an annual 




















basis. 
Corn Girard 
Exchange Trust 
Operating Earnings: 
RSS S.C ee eee $4.75 $4.75 
aaah issih NIE ek hrca dncad dap Seapine 4.19 4.47 
die ee es os cote: mines 4.01 4.60 
Book Value, Dec. 31 
ESE ie SH Re ee, 67.54 47.94 
I es aoe Lok cline A oe €5.82 46.77 
Ce ee nasa canoe 65.26 45.68 
Dividend Payments 
RE Sa ae aay ree 2.20 2.50 
RPE Reo Rr ee ie 2.00 2.00 
A isos os aes dnthegnepenin coast ROT 2.00 2.00 
Price Range: 
ot aE eae Opa e 52 -43% 52%-44 
SRE 4614-39 4612-4014 
A a 43 12-3814 
Se a ee 51 51 


The above figures have been taken from published reports 
and appear to be in line with the exception of book value per 
share. It may be that an appraisal of real estate holdings and 
consideration of reserves would narrow the difference. Of interest 
is the fact that both institutions reported the same per share 
earnings last year. 

Providing the combination is accomplished the new bank 
would have deposits of approximately $495 million, 684,375 shares 
of stock outstanding and capital funds equal to about $38.5 mil- 
lion. In point of size Girard Corn Exchange Bank and Trust 
Company would be the third largest banking institution in Phila- 
delphia. ° 

Philadelphia National Bank, with deposits of $766 million, is 
the largest bank, and Pennsylvania Company for Banking & 
Trusts, with deposits of $669 million, is now second. Corn 
Exchange is now third with deposits of $279 million and Girard 
fourth with $216 million in deposits. 


f Thus, the combination would not change their relative posi- 
tion with respect to size. A larger bank, however. should be able 


to offer a more comprehensive banking service to customers and 
effect certain operating economies. 


_ _ One of the interesting features of the proposed combination 
is that it is different from some of the recent mergers which have 
taken place in New York City. The mergers in New York have 
been accomplished by a reduction in capital. In fact, this has 
been one of the primary purposes of the merger. This points up 
one of the problems of New York banking where earnings have 
been adversely affected by the low level of interest rates. 


Banking capital is not being reduced in the combination of 
Corn Exchange and Girard Trust. The advantages in the combi- 
nation, if any, arise from the services to be provided and operat- 
ing efficiencies achieved through a larger institution. 


With Cruttenden Co. 


(Special to THe FInaNciaAL CHRONICLE) 

CHICAGO, Ill. — George C. 
Swallow is now associated with 
Cruttenden & Cc., 209 South La 
Salle Street, members of the New 


York and Midwest Stock Ex- 
changes, 


With Francis I du Pont 


(Special to THe Financia CHRonicie) 

CHARLOTTE, N. C. — Mrs. 
“helma G. Cloaninger is with 
francis I. du Pont & Co., Liberty 
fife Building. Mrs. Cloaninger 
was previously with Harris, Up- 
ham & Co. and Goodbody & Co. 





The Commercial and Financial Chronicle ... Thursday, February 8, 1951 


Eric Morse Pres. of 
W. C. Pitfield Go. 


W. C. Pitfield & Co., Inc., 30 
Broad Street, New York City, an- 
nounce the appointment of Eric 
S. Morse, Vice-President of W. C. 
Pitfield & 
Company, 
Limited, and 
now resident 
in New York, 
as President 
of their com- 
pany. 

Mr. Morse 
is a Canadian 
and has been 
engaged in 
the financial] 
business in 
Canada for 
over 25 vears. 
In addition to 
being Vice- 
President of W. C. Pitfield & 
Company, Limited, he is also a 
director of a number of other 
leading Canadian companies. 


SEG Commissioner 
McCormick to Speak 


Hon. Edward T. McCormick, 
member of the Securities and Ex- 
change Com- 
mission, will 
discuss the 
topic, “Are 
We Protecting 
the Nation’s 
Investors?” 
before the 
Laymen’s 
League of 
Unitarian 
Church of All 
Souls, 80th 
Street and 
Lexington 
Ave. New 
York City, 
Tuesday eve- 
ning, Feb. 13, 
at 8:30 p.m. Peter I. B. Lavan, of 
Stroock and Stroock and Lavan 
attorneys, will preside. 


Bache Co. Admits 
Rubin as Partner 


Bache & Co., 36 Wall Street, 
New York City, members of the 
New York Stock Exchange and 
other leading exchanges, an- 
nounce that Joseph Rubin, for 
many years manager of their San 
Antonio, Texas, office, was ad- 
mitted as a general partner in the 
firm Feb. 1. 

The firm also announced the 
retirement of John J. Ryan, Jr., 
James C. Ryan and Frank T. 
Ryan as general partners at the 
close of -business Jan. 31. On 
that date the limited partnership 
interest of the late Joseph M. 
Ryan terminated. 


Two With Joseph Jordan 


(Special to THe FINaNcIAL CHRONICLE) 

BOSTON, Mass. — Inez R. 
Kerker and Boleslaw J. Tobiasz 
have joined the staff of Joseph F. 
Jordan & Co., 79 Milk Street. 
Both were formerly associated 
with R. H. Johnson & Co. 





Eric S. Morse 





E. T. McCormick 





Breakdown of: 


+ Govt. Bond Portfolios 


Breakdown of: 


1 Sources of Gross Income 


t 
: 


|| NATIONAL BANK 
|| of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, E. C. 


Branches in India, Burma, Ceylon, ;\Kenya 
Colony, Kericho, Kenya, and Aden 
and Zanzibar 


Laird, Bissell & Meeds 


Members New York Stock Exchange 





2 Members New York Curb Exchange peng Capital____£4,000,000 
120 BROADWAY, NEW YORK 5. N. Y. Ae < org ween Ssaenere 
Telephone: BArclay 7-3500 x Ma emanate 


, Bell Teletype—NY 1-1248-49 as 
‘L. A. Gibbs, Manager Trading Dept.) F 
Specialists in Bank Stocks 


The Bank conducts every description of 
benking and exchange business 


Trusteeships and Executorships 


also undertaken 






























ASST. TRUST OFFICER 


FOR NEW JERSEY BANK 


Available Broad 


immediately. 
qualifications. . . . Opportunity— 
then salary consideration. Resume 
on request. Box F 125, Commercial 
& Financial Chronicle, 25 Park 


Place, New York 7, N. Y. 




















NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





William I. Spencer has been ap- 
pointed an Assistant Vice-Presi- 
dent of The National City Bank of 
New York. For a number of years 
Mr. Spencer has been an officer of 
the Chemical Bank & Trust Com- 
pany where he was principally 
concerned with the handling of 
accounts in the commodity and 
shipping lines. 


At a meeting of Directors of 
City Bank Farmers Trust Co. of 
New York on Feb. 6, Richard S. 
Perkins was elected Executive 
Vice-President and will assume 
his duties about March 1. At the 
same meeting Francis Pitt was ap- 
pointed an Assistant Trust Officer. 
Mr. Perkins has been in the in- 
vestment securities business since 
1929. He was with Thompson Fenn 
& Company in Hartford and Wood 
Struthers & Company in New 
York prior to his association with 
Harris Upham & Co. where he 
became a partner in 1936. During 
World War II, he was with the 
staff of the Aircraft Production 
Board as a dollar a year man. Mr. 
Perkins has been a Director of 
City Bank Farmers Trust Com- 
pany since 1948. He is the son of 
the late James H. Perkins who was 
the President of The Farmers 
Loan & Trust Company and of the 
successor company, City Bank 
Farmers Trust Company, and later 
was Chairman of the Board of the 
Trust Company and The National 
City Bank of New York. 


The public opening on Feb. 1 of 
a second Havana, Cuba, branch by 
the Chase National Bank of New 
York initiates a phase of expan- 
sion by the bank in that area, 
David Rockefeller, Vice-President 
in Charge of Chase Latin Ameri- 
can operations, said on Jan. 31 in 
Havana. Mr. Rockefeller, with Otto 
T. Kreuser, Vice-President, repre- 
sented the bank’s head office in 
New York at the opening cere- 
monies of the new branch in 
Vedada, the modern business and 
shopping section of the city. It was 
disclosed that “within a month” 
the Chase will open a third branch 
in Marianao where it will serve 
an important residential com- 
munity. Mr. Rockefeller pointed 
out that since 1925, when the 
Chase first purchased its original 
Havana branch at Aguiar 310, it 
has devoted its efforts primarily 
to the financing of sugar, Cuba’s 
most important crop and most im- 
portant source of livelihood. He 
added that with new branches. the 
bank is ready to serve Cuba’s 
more diversified economy of re- 
cent years. 


Arthur S. Kleeman, President of 
Colonial Trust Company, of New 
York announces the appointment 
of Roger Brady II as Assistant 
Controller. Mr. Brady is a gradu- 
ate of McGill Institute; prior to 
joining Colonial Trust in 1946, he 
had been with the American Na- 
tional Bank and Trust Company 
of Mobile. He is a son of the late 
Roger Brady, who had been a 
Vice-President of the latter insti- 
tution. 


Harvey L. Schwamm, President 
of the American Trust Company 
of New York, announced on Jan. 
31 the appointment of L. F. Fiam- 
menghi as Vice-President and 
Jeannette Levine as Assistant 
Secretary of the company. 


E. Chester Gersten, President of 
The Public National Bank & Trust 
Company of New York, has an- 
nounced the appointment of S. 
Bernard. Adnepos as Assistant 
Cashier.. Mr. Adnepos will be 


identified with the Broadway and 
24th Street Office of the Bank. 

The Bank for Savings in the 
City of New York is completing 
extensive renovation of its main 
banking room, Fourth Avenue at 
22d Street, built in 1894. Coupled 
with necessary periodic redecorat- 
ing, DeCourcey Fales, President of 
the bank, pointed out there were 
two problems needing special 
attention: the removal of the orig- 
inal dome, 55 feet above the bank- 
ing floor, and modernizing the 
lighting. The dome, framed with 
12 tons of steel ribbing and en- 
tirely covered with heavy copper, 
was centered over the main 
banking floor. Immediately below 
it, 800 square feet of glass ceiling 
fanlight plate was also removed. 
After more than a half-century 
of exposure to the weather, the 
copper housing of the dome was 
gradually deteriorating. Because 
of the design of the building, how- 
ever, it was possible to avoid a 
costly replacement by substituting 
a flat roof and ceiling vault. 


Alfred G. Ruehle- has been 
elected Vice-President of Bankers 
Trust Company of New York it 
was announced on Feb. 7 by S, 
Sloan Colt, 
President. Mr. 
Ruehle will 
be in charge 
of the Bank- 
ers 23 Bast 
Company of- 
fice at 203 
Montague 
Street, Brook- 
ly n. M r. 
Ruehle comes 
to Bankers 
Trust from 
Manufacturers 
Trust Com- 
pany where 
he became 
Vice - Presi- 
dent following the merger of that 
bank with Brooklyn Trust, with 
which he had been associated for 
21 years. He joined Brooklyn 
Trust Company in 1929. Prior to 
that he had been associated with 
Farmers Loan and Trust Com- 
pany, and the Standard Insurance 
Company. At Brooklyn’ Trust 
Company, at the time of the 
merger with Manufacturers, he 
held the title of Vice-President 
and was senior loan officer. He 
was formerly a member of the 
Board of Governors of Robert 
Morris Associates. 





Alfred G. Ruehle 


Elias A. Sadallah has been ap- 
pointed an Assistant Vice-Presi- 
dent of Manufacturers Trust 
Company of New York and Wil- 
liam D. Smith has been appeinted 
an Assistant Secretary, Henry C. 
Von Elm, President, has an- 
nounced. Mr. Sadallah was first 
employed by the company in July, 
1931, as an Auditor, and, in May, 
1940, was assigned to its Lexington 
Avenue office as Assistant Man- 
ager, where he continued until 
entering military service in May, 
1942. After his return from mili- 
tary service he was assigned to 
the Personal Loan Department as 
an Assistant Manager, and in 
January, 1948, was appointed an 
Assistant Secretary. Mr. Smith 
was first employed by the Old 
Mechanics Bank of Brooklyn in 
July, 1923, and was assigned to 
the Credit Department when 
Brooklyn Trust Company ab- 
sorbed the Mechanics Bank in 
1929. He was in charge of opera- 
tions of the Credit Department 
when Brooklyn)! Trust Company 


Continued on page 35 
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Target for Termites! 


By BENJAMIN F. FAIRLESS* 
President, United States Steel Corporation 


Mr. Fairless, pointing out masterminds of Moscow recognize 
real source of America’s strength is tremendous productive 


oe Seana eres Tad trast 
ined ites,” for undermining our industries by destroy- 
_ing confidence in American business. Accuses communists of 
seeking te drive wedge between small and big business. Lists 


as basic da 


: (1) placing an unbearable burden on our 


economy; (2) political interference with channels of produc- 
tion, and (3) extended period of emergency controls. 


In my lifetime, I have weathered 
three wars, a couple of panics and 
the late depression, yet it seems 
to me that there is more confusion 
and uncer- 
tainty among 
our people to- 
day than lI 
have ever 
witnessed be- 
fore.Wedo 
not seem to 
know our own 
strength, and 
we are grave- 
ly afflicted by 
doubts. We do 
know that we 
are trying to 
solve, over- 
night, dozens 
of complex 
economie 
problems which will profoundly 
affect every business and every 
family in America. We also know 
that when we start tinkering with 
wages, prices, profits, credit, taxes 
and our system of production and 
distribution, a single mistake 
could well be fatal. We are con- 
vineed that no foreign aggressor is 
able to destroy us; but we are a 
little afraid that we may destroy 
ourselves. 

Now it seems to me that much 
of this confusion would disappear, 
and that our chances of making a 
fatal mistake would be greatly 
diminished, if only we could see 
ourselves as the Kremlin must see 
us—if we could stand for a few 
minutes in Joe Stalin’s shoes, look 
at our problems through his eyes, 
and try—deliberately—to plot the 
downfall of America. How could 
we destroy this Capitalistic Sam- 
son? How could we manage to cut 
his hair? 

Well, if we were the master- 
minds of Moscow, I think all of 
us would agree that the real 
source of America’s strength is her 
tremendous productive capacity, 
and that we must somehow cripple 
it. 

Certainly we would recall that, 
twice in this century, America’s 
industrial machine has proved its 
ability to outproduce — single- 
handed—every combination of ag- 
gressors that has yet been put to- 
gether. 

Surely we would realize that the 
real secret of America’s over- 
whelming productive power lies 
in the fact that all the individual 
parts of that machine — big and 
small—work together in perfect 
unison—each doing the exact job 
for which it is best fitted by 
reason of its size and experience. 


So, inevitably, we as Russians 
would conclude that our first task 
is to disrupt that machine—break 
it apart—and destroy it if possible. 
Until that had been done, I do 
not think we would want to start 
a total war with the United States; 
and if it can be done, we won't 
need to fight a war at all. 

The question is: How do we do 
it? 

We might, perhaps, try one 
great, all-out, sneak attack — a 
gigantic Pearl Harbor; but I don’t 
think we’d want to risk it. Ameri- 
ean industry isn’t a fleet of ships, 
conveniently bottled up in one 
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harbor. It is everywhere — scat- 
tered throughout the 48 states. To 
destroy it completely—or even to 
cripple it effectively — would 
probably require more planes and 
more bombs than exist in the en- 
tire world today. We could do 
some damage, to be sure, but 
would it help? You can do a lot 
of damage to a hornet’s nest by 
poking a hole in.it with your 
finger. That is—you can if you 
want to. Personally, I don’t. And 
I don’t think Joe Stalin does 
either. 


Red Army of Trained Termites 


No, when we study the situation 
carefully from the Kremlin’s point 
of view, we are bound to agree, 
1 think that there is only one 
weapon which we couid hope to 
use effectively for the destruction 
of America’s industrial machine. 

That weapon is our Red Army 
of Trained Termites. It numbers 
from fifty to a hundred thousand 
troops; and it doesn’t have to be 
landed on America’s shores. It is 
already there. It has infiltrated 
into virtually every branch of the 
American economy. It is an invis- 
ible Army, because—outwardly— 
its members look exactly like any- 
one else. Not all of them wear 
long hair, and some of them even 
wash their necks. 

Although they are trained in 
sabotage, their principal weapon is 
a lie, or—still more dangerous— 
a half truth. The battleground 
over which they fight is the hu- 
man mind, and their conquest of 
a single red-blooded American 
brain cell may be more signifi- 
cant, in the last analysis, than a 
shift of 10 miles on the battle- 
front in Korea. In short, they do 
not crudely plan the murder of a 
foe; they merely plot to instigate 
his self-destruction. 

And there, Gentlemen, you have 
our Army of Termites. What in- 
s ructions would we give them if 
we were Stalin? What would be 
our Order of the Day? 


Of course, certain techniques 
are elementary. The termites will 
naturally seek to fill the labor 
press with savage attacks upon 
management. That will create un- 
rest and help them to foment a 
succession of strikes which will 
paralyze—briefly, perhaps, but re- 
peatedly—America’s communica- 
tions, transportation and produc- 
tion. They will naturally seek, 
moreover, to convince the Ameri- 
can people that each economic 
group is greedily striving to gain 
selfish advantage over some other 
economic group. They will try to 
turn housewives against the 
farmers; farmers against labor; 
business against the government; 
and government against business. 


But that, of course, is just rou- 
tine. The primary job of these 
tremites is the destruction of the 
American industrial machine. Now, 
how shall they attack it? 


Here again I think the answer 
is obvious. There is just one thing 
that distinguishes American in- 
dustry from that of other nations 
— one thing that America has, 
which no other nation possesses in 
equal degree. That is America’s 
most powerful non-secret weapon 
— so-called Big Business. Here 
then is the focal point upon which 
the termites must center their 





Number 4984 .. . The Commercial and Financial Chronicle 


attack.. Here is their target for 
tonight—and every night! 

They must not on destroy 
public confidence in Big Business; 
they must create positive public 
hatred of it. They must proclaim 
that Big Business is inefficient 
and monopolistic, and that it pos- 
sesses some vast, but unexplained, 
power to work terrible, but un- 
defined, harm upon the “little 
people.” At one moment it is too 
big and is causing depression; and 
at the next it is too small and is 
endangering defense. But never 
can it be just right. 

Most important of all, how- 
ever, the termites must break up 
the unity and the teamwork of 
the industrial machine by driving 
a wedge between Small and Big 
Business. They must depict Big 
Business as a monster which 
swallows up Small Business. They 
must convince America that Big 
Business waxes fat on war con- 
tracts while Small Business 
starves for the lack of work and 
raw materials. No proof is neces- 
sary. They need only to repeat all 
of these charges over and over 
again until people begin to take 
them for granted as accepted facts. 

But never, never, never must 
they let anyone discover the fact 
that Big Business and Small Busi- 
ness are two halves of the same 
living, breathing, vital body; and 
that if one-half is hacked to 
pieces, the other will surely die! 


Kremlin Plan to Conquer 
America 


And.there, you have in a nut- 
shell, a practical plan for the con- 
quest of America. It is, I feel sure, 
the exact strategy which we would 
follow if we were sitting in the 
Kremlin, and certainly it is the 
exact strategy that Stalin is pur- 
suing. To know that, you have 
only to look back at the stuff 
which the Communist Press and 
its satellite sheets have — been 
printing these past five or six 
years. The party line has been 
very busy. 

Since the Communists invaded 
Southern Korea last June, of 
course, the attack upon Bigness 
has subsided somewhat. Every 
thinking American now realizes 
fully that even the biggest com- 
pany and the biggest industry in 
this country is not big enough to 
produce all of the things that we 
shall want and need for many 
years to come. 

Yet I have seen and heard state- 
ments recently that would bring 
sheer delight to Joe Stalin. He 


couldn’t have written them better 
himself — nor half so cleverly. 
They were not designed to en- 
lighten anybody, nor to contribute 
to public understanding of the 
complex problems that we face to- 
day. They were clearly calculated 
to deceive and mislead; and they 
were composed very skilfully of 
distortions, half-truths and plain 
misstatements of fact. Gentlemen, 
whenever we see statements like 
that let us take careful note of 
the authors and ask ourselves 
what country they are serving. 
They may not be Communists 
themselves, but clearly the ter- 
mites have reached them. 

Now let me make one thing 
crystal clear; for I do not want 
to be misunderstood. I am not 
suggesting that anyone who dis- 
agrees with me or who attacks 
business, or industry or anything 
else is necessarily a Communist or 
a dupe of the Communists. If the 
day ever comes when Americans 
no longer feel free to stand up on 
their two hind feet and voice their 
honest criticism of anything and 
anybody, there won’t be much left 
in this country that is worth 
fighting for. Full freedom of 
speech—a free press and a free 
radio—are our greatest defense— 
and our only effective defense— 
against the termites; for as long 
as these rights exist, our people 
will somehow manage to recognize 
and know the truth, just as they 
always have. 

But I do most earnestly believe 
that every real American — es- 
pecially in these times — has a 
deep and compelling obligation to 
present his facts truthfully and 
completely. Any man who seeks 
deliberately to twist the truth and 
knowingly to peddle confusion is 
playing the Kremlin’s dirty game, 
and I say that that man is a 
mouthpiece for Moscow. 

Against such men, however, we 
are not defenseless. We know what 
Soviet strategy is; we know what 
the termites are trying to do and 
how they are trying to do it. So, 
if we will keep that knowledge 
constantly in our minds, we should 
find it easy,-not only to identify 
the termites and their mouth- 
pieces, but also to frustrate their 
plans. If we keep asking ourselves 
what Stalin would want us to do, 
there will be much less chance of 
our doing it. 


Basic Dangers to Guard Against 
Now, as I see it, there are three 
basic dangers to guard against as 
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we move back to a wartime foot- 
ing: . 

First is the chance that we may 
ovér-extend ourselves, place an 
unbearable burden upon our econ- 
omy and precipitate a collapse. # 
Russia can tempt us to borrow 
ourselves into bankruptcy, to 
spend ourselves into poverty, or 
to tax ourselves into stagnation, 
Communism will have won this 
conflict without firing a 
dropping a bomb, or risking a 
ruble. 

Fortunately, I believe that our 
government and our people are 
firmly determined that we shall 
not borrow ourselves into a dis- 
astrous inflation. Our capacity te 
spend, therefore, will depend 
upon our capacity to tax; and our 
capacity to tax always depends 
upon our capacity to produce. To 
spend more, we must produce 
more. It is just as simple as that. 

That means we shall need more 

plants, more factories, and more 
tools and this, in turn, will require 
vast new capital outlays. At 
United States Steel’s new plant 
at Morrisville, for example, it will 
take more than $90,000 to provide 
the tools that each production 
worker will use; and there will! be 
4,400 such workers. 
_ It becomes perfectly clear, 
therefore, that our new tax laws 
and our new economic controls 
must not be so drawn as to pre- 
vent the formation and flow of the 
new capital upon which our ex- 
panded production depends. 
Otherwise, our ability to arm our- 
selves and our allies will be 
greatly diminished. 

The second danger—as I see it 
—is the possibility of political in- 
terference in the normal channels 
of production. 

Today a number of people — 
both in and out of Washington— 
are sincerely and properly con- 
cerned about the serious difficul- 
ties which some small businesses 
are encountering. during this tran- 
sition period in industry. But I 
was distressed, recently, to learn 
of a statement that was made at 
an important Congressional hear- 
ing. It was said there that—dur- 
ing the last war — Big Business 


had fed richly off of war contracts 
and that Small Business had only 
fed on the crumbs from the table. 
I was disturbed because that 
statement isn’t true and because 
the people present should have 
known it. Yet it seemed to be 


Continued on page 36 

















February 8, 1951. 














$2,415,000 


The Nashville, Chattanooga & St. Louis 
Railway Equipment Trust, Series G 


2'2% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $161,000 annually on each February 1, 1952 to 1966, inclusive 


To be guaranteed unconditionally as to payment of par value and dividends by endorsement 
by The Nashville, Chattanooga & St. Louis Railway. 


Priced to Yield 1.90% to 2.65%, according to maturity 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 
The Offering Circular may be obtained in any State in which this aniouncement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
R. W. PRESSPRICH & CO. 


FREEMAN & COMPANY 
McMASTER HUTCHINSON & CO. 
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Fidelity Investm’t Associates 
Illustrates ‘HIFO’ Account’g 


Fidelity Investment Associates 
has made the following report 
concerning its recently - installed 
“HIFO” accounting system, re- 
ported in a previous issue of The 
“Chronicle.” 

According to Fidelity, when a 
block consisting of more than one 
unit of a given security is ac- 
quired in a series of transactions 
at different prices and later sold 
in a series of transactions ex- 
tending over a longer period 
than a given fiscal period, the 
resulting profit or loss in the 
given fiscal period can be calcu- 
lated in any one of a number of 
ways. From its incorporation to 
Dec. 31, 1950, it was the policy 
of Fidelity Investment Associates, 
Inc., to calculate such profits or 
losses on a “first in, first out” 
basis. Effective Jan. 1, 1951, the 
HIFO or “highest cost in, first 
out” method has been adopted 
pursuant to action of the Board of 
Directors. 

The difference may be illus- 
trated by the following example: 
Fidelity owned on Dec. 31, last, 
600 shares of Southland Royalty 
Co. This represented the result of 
a series of transactions, in chron- 
ological sequence as follows: 
Bought 200 shares at 7%4, 100 at 


Mutual Funds 
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714, 100 at 8, 100 at 734, 100 at 14, 
200 at 14%, 200 at 135%, 200 at 
12%, all prior to Dec. 31, 1945, 100 
at 411% in 1950; sold 200 at 41%, 
100 at 43, 100 at 42, 100 at 34%, 
100 at 33, 100 at 33%. If, in future, 
100 shares should be sold at, say, 
48, the profit on the FIFO basis 
would have been calculated 
against the cost of 100 shares 
bought at 14%; under the new 
method, profit would be calculated 
on the basis of the highest priced 
stock, that lot bought at 41%. 

Use of the HIFO method will 
obviously tend to minimize real- 
ized profits, maximize realized 
losses. It will thus tend to keep 
unrealized appreciation in value 
of securities higher in good mar- 
kets and unrealized depreciation 
lower in bad markets than those 
figures would be, if the FIFO or 
“first-in, first-out” method were 
continued. The Fund is firmly 
convinced that a sound speculative 
investment policy necessitates a 
readiness to take losses, a reluc- 
tance to take profits. 

The following table gives actual 
profits realized for the three years 
and nine months ended Sept. 30, 
1950, calculated on the “first-in, 
first-out” (FIFO) basis and the 
corresponding figures which would 
have been shown, if the HIFO 
basis had been in effect since 
Jan. 1, 1947, 


Actual (FIFO) 


1947 





1950 














1948 1949 (9 mos.) 
Proceeds sales of securities__. $180,095.97 $199,489.96 $134,255.54 $115,927.45 
Cost of securities sold_. 168,467.69 180,273.72 117,519.96 93,815.87 
Net profit on sales of securities $11,628.28 $19,216.24  $16,735,58 $22,111.58 
Federal income taxes applicable 486.52 2,800.00 2,400.00 1,660.00 
Profits realized after provision ae ate oa ft ths 
for Federal income taxes____— $11,141.96 $16,416.24 $14,335.58 $20,451.58 
Adjusted (HIFO) 
Proceeds sales of securities_._._. $180,095.97 $199,489.96 $134,255.54 $115,927.45 
Cust of securities sold___.-- _ 170,984.34 183,195.97 118,884.58 96,136.56 
Net profit on sales of securities $9,111.63 $16,293.99 $15,370.96 $19,790.89 
Federal income taxes applicable None 2,070.00 2.060.00 1.480.00 
Profits realized after provision c a 
for Federal income taxes_-_-_- $9,111.63 $14,223.99 $13,310.96 $18,310.89 


On the HIFO basis distributions 
to stockholders from capital gains 
in 1947 would have exceeded such 
gains by $1,481.47; in 1948, 1949 
and the first nine months of 1950 
would still have been fully cov- 
ered by the gains realized. 


If the HIFO basis had been 
adopted as of Jan. 1, 1947, cost of 
securities owned on Dec. 31, 1949, 
per books, would have been $464,- 
084.07 instead of the $470,887.59 
reported. Such cost on Sept. 30, 
1950, would have been $596,962.29 
instead of the $606,086.50 reported. 


Canadian Fund Starts 
Monthly Dividend Plan 


MONTREAL, P. Q.—The recent 
launching of Balanced Mutual 
Fund of Canada Limited by 
Investment Distributors Limited, 
provides investors with an unique 
opportunity to follow a mutual 
fund investment program which 
will bring them a cash dividend 
every month. 


Operation of the new fund also 
makes Investment Distributors 
Limited the only firm in Canada 
making available to _ investors, 
through their dealers and stock 
brokers, all three basic types of 
mutual funds. Each designed as a 
specific part of a complete invest- 
ment program, the dividend pay- 
ment dates of the three funds are 
such that they follow each other 
consecutively. Thus the investor 
who participates in all three funds 
will receive a cash dividend every 
month. 


Of the two older funds, Com- 
monwealth International Corpora- 
tion Limited, a diversified com- 
mon stock fund, is regarded as the 
“conservative growth” investment 
and Leverage Fund of Canada 





Ltd. is of a more aggressive de- 
sign, as under its charter it is per- 
mitted to employ a percentage of 
borrowed funds to augment hold- 
ings and increase both income and 
capital appreciation. The new 
fund is regarded as the most con- 
servative type of the three be- 
cause it employs the principle of 
maintaining “balance” between 
holdings of bonds, preferred stocks 
and common stocks. 


Wellington Issues 
Unusual Report 


PHILADELPHIA — One of the 
most effective uses of the graphic 
arts in stockholder reports is 
made in the current 1950 annual 
report of Wellington Fund. 

The report combines simple, 
easily understood language and 
extensive pictorial treatment. 

A four-color frontispiece dra- 
matizes for the shareholders their 
participation in dwnership in 
American industry through Wel- 
lington Fund. The artist does this 
through a reproduction of the 
Wellington emblem in a three- 
dimensional effect beneath which 
is a composite picture of a score 
of American industries. 

The Fund uses 16 profusely il- 
lustrated pages to tell the story of 
its activities. More than a score 
of drawings—many in two color— 
visualize for the stockholders the 
Fund’s diversification of invest- 
ments, its investment record, its 
dividend record, the adjustment 
in investments made necessary as 
the result of the Korean war, the 
growth of the Fund, the cross sec- 
tion of American life represented 
by its shareholders and the im- 
portance of management. 





Incorporated Investors 
Increases $23 Million 


The net assets of Incorporated 
Investors increased from $73,165,- 
336 to $96,781,398 during the year 
ended Dec. 31, 1950, according to 
the company’s annual report re- 
leased today. Net asset value per 
share increased from $22.44 to 
$28.98 after payment of a 90 cent 
distribution per share, or an in- 
crease of 33.1% during the year. 
Dividends from investment in- 
come totaled $1.43 per share. At 
the year end the total unrealized 
profits amounted to $31,101,635. 


The President stated that the 
company has a fully invested po- 
sition in common stocks, believ- 
ing that further inflation is in- 
evitable and that high yields and 
earnings make common stocks at- 
tractive. Fifty-one percent of the 
portfolio is at present invested in 
the common stocks of railroads, 
oils and papers. These industries 
are believed to have an excellent 
base for excess profits tax and will 
have a large share in the defense 
economy and, in the case of oils 
and paper, their vast resources are 
of great value. 


Keystone Funds 


Show Gain 
Combined net assets of the ten 
Keystone Custodian Funds on 


Dec. 31, 1950, reached a new high 
of $224,594,800, it is disclosed by 
the annual reports of Keystone 
Funds Bl and K2, made public 
today. This figure includes un- 
distributed income. The year-end 
total represents an increase of 
$25,982,300 over the combined as- 
assets of $198,612,500 at the close 
of 1949. 


Net assets of the Investment 


Bond Fund, Bl increased to $11,- 
862,947 at the end of 1950, equal 
to $27.36 per share. This compares 
with $7,746,163 on Dec. 31, 1949. 
During the year, the number of 
shares outstanding increased from 
281,454 to 433,634. 


The Keystone Speculative Pre- 
Continued on page 36 


GROUP 
SECURITIES,INC. 


59th CONSECUTIVE 
DIVIDEND 


The following First Quarter dividends 
from net investment income have been 
declared payable Feb. 28, 1951 to 
shareholders of record Feb. 16, 1951. 


Funds: 
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Institutional Bond....... .07 
General Bond........... .10 
Fully Administered...... .08 
Common Stock......... -13 
Low Priced Stock....... .08 
Industry Classes: 

Automobile. ..-.......26s 13 
PET OPE Eee -10 
SEC Le ee 
Cotes; a3... 645 24 2h ers .08 
Electrical Equipment..... .18 
OE ee rere oe 
Industrial Machinery.... .14 
Investing Company...... .12 
Merchandising.......... ll 
MEE isp ks heaad -07 
NE i icc ease 12 
Railroad Bond.......... .03 
Railroad Equipment..... -08 
Railroad Stock.......... .09 
Ee Sf ks ce hae 0 hh eee Oe 
PE cata oa oie 6.0.6 ROR é 
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BALANCED FUND 
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BOSTON 








EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS 
MAY BE OBTAINED FROM YOUR INVESTMENT DEALER OR 
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INCORPORATED 
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A Diversified Investment Company 


Prospectus may be obtained from your local 
investment dealer or The Parker Corporation, 
200 Berkeley St.,-Boston 16, Mass. 
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Trust Investments 


During 


the Emergency 


By MARCUS NADLER* 


Professor of Finance, 
Though stating protection of 


New York University 


principal and income against 


inflation can be achieved only through selected investment in 

equities, Dr. Nadler contends, despite great inflationary pres- 

sures, there is no reason to abandon entirely policy of investing 

in high grade bonds. Holds fear of drastic inflation is exag- 

gerated and reveals , ae investing in equities for 
trust 


Rapidly changing economic and 
political conditions make the task 
of investing trust funds an ex- 
ceedingly difficult one. To be 
sure, it is not 
difficult to 
preserve 
principal 
through in- 
vestment 
exclusively in 
high - grade 
obligations. 
But sucha 
policy ina 
period of 
inflation, 
when the pur- 
chasing 
power of the 
dollar is de- 
creasing 
rather rapidly, is not to the inter- 
est of the beneficiary or the 
remainderman. In these trying 
times, the trust officer endeavors, 
to an increasing extent, to protect 
principal as well as income against 
the ravages of inflation and to 
maintain, at least to some degree, 
the purchasing power of his 
clients. How drastic the decline 
in the purchasing power of the 
dollar has been can be seen from 
this simple comparison: The index 
of consumers’ prices (with 1935- 
39=—100) averaged 100.2 in 1940; 
and on Nov. 15, 1950, it was 175.6. 
Every family knows, moreover, 
that the actual rise in the cost of 
living is higher than that indi- 
cated by the figures compiled by 
the Department of Labor. 





Marcus Nadler 


Economic Uncertainties 


The protection of principal and 
income against inflation can be 
achieved only through investment 
in equities, and this in turn in- 
volves the application of the old 
principle of reasonable judgment. 
Reasonable judgment, simply in- 
terpreted, means that the trust 
officer makes his decisions on the 
basis of all foreseeable and known 
factors. But since unforeseen 
events do arise, these decisions 
may turn out wrong. Who, for 
example, in adopting an invest- 
ment policy early in 1950 could 
have foreseen the Korean war and 
its economic and political after- 
math? It is particularly difficult 
to make reasonable forecasts at 
the present time, when the po- 
litical horizon is clouded by the 
threat of war and the United 
States is rapidly assuming the 
character of a garrison economy. 

Today, a policy of basing one’s 
decisions on known factors only is 
particularly hazardous. Interna- 
tionally there is as great uncer- 
tainty as in the summer of 1939. 
Who can tell where and when the 
Soviet Union, either directly or 
acting through one or the other 
of its satellites, will strike, thus 
further aggravating the already 
troubled international political 
situation? Who is wise and brave 
enough to state with any degree 
of certainty whether or not 1951 
will witness the outbreak of a 
third global war? That such a 
world-shaking catastrophe would 
be bound to have an effect on 
investment values goes without 
saying. Who eam tell what the 
foreign policv of the United States 





*An address by Dr. Nadler at the 32nd 
Mid-Winter Trust Conference, sponsored 
by the Trust Division of the American 
Bankers Association, New York City, 
February 6, 1951. 


will be? The adoption of a for- 
eign policy such as that proposed 
by former President Hoover 
would have an entirely different 
economic effect than the present 
policy. Who can tell whether or 
not. some sort of an agreement 
among the four major powers will 
be reached? Yet such an agree- 
ment, even though temporary in 
character, would remove the great 
urgency for rearmament and for 
mobilizing the economic and man- 
power resources of the country. 
Each of these developments would 
have different effects on the econ- 
omy and on values of securities. 

Who, under present conditions, 
can predict with any degree of 
accuracy the type of tax legisla- 
tion that will be adopted by Con- 
gress, the type of credit policies 
of the Reserve authorities, or the 
type of debt management policy 
that will be adopted by the Treas- 
ury? The decisions of Congress, 
the Administration, and the mone- 
tary authorities to a large extent 
will depend upon conditions over 
which they themselves have no 
control. Yet all these decisions 
are bound to have far-reaching 
effects on prices of bonds and 
equities. 

Since it is extremely difficult, 
if not impossible, to use the old 
tested tools of reasonable judg- 
ment, does it follow that the in- 
vestment officer should sit idly 
by and do nothing except follow 
the rule that preservation of prin- 
cipal, irrespective of what hap- 
pens to the purchasing power of 
principal and income, will not 
lead to any rescission suits or 
other complications? Such a pol- 
icy is not warranted, because even 
the present highly uncertain con- 
ditions make possible a _ policy 
which will offer at least some de- 
gree of protection to the bene- 
ficiary and remainderman against 
the constant decline in the 
purchasing power of the dollar. 


Exaggerated Fear of Inflation 


In the first place despite the 
great inflationary pressures in the 
economy and the fact that certain 
groups refuse to carry a fair share 
of the increased burden of arma- 
ments and the ensuing decline in 
the standard of living, there is no 
reason to run away from the dol- 
lar and to abandon entirely the 
policy of investing in high-grade 
bonds. Unless a global war de- 
velops—in which case no one can 
even imagine what the conse- 
quences will be—commodity prices 
should not increase materially 
from the present level. This con- 
clusion is based on the following 
reasoning: 


(a) The productive capacity of 
the country is great and will be 
increased considerably during 1951 
and the following years. Under 
present indications, it is not likely 
that more than 25% of the total 
national product will be devoted 
to the rearmament program. The 
supply of goods and services 
available for civilian consumption 
is therefore bound to be larger 
than during any prévious period 
with the exception of 1948 to 1950. 


(b) The tax burden is already 
heavy, and additional taxes will 
be imposed. This will siphon off 
a portion of the excess purchasing 
power generated by the rearma- 
ment program. The stiffer the 
taxes on the entire population, the 
less the danger of inflation. 
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(c) Many people whose income 


is more or less fixed and is not 


tied to changes in the cost of liv- 
ing or to parity supports by the 
Federal Government will witness 
a greater decline in their standard 
of living than that of the country 
as a whole. The decreased pur- 
chasing power of these groups will 
soon be felt in the markets. 

(d) Restrictions on the use of 
bank credit have already been im- 
posed, and others will undoubt- 
edly come in the not - distant 
future. There seems to be a firm 
determination on the part of the 
monetary authorities to prevent a 
further material increase in the 
volume of bank credit. Without 
an expansion of the means of 
payment, the process of inflation 
cannot go very far. It is certain 
that the credit policies adopted 
during the present emergency will 
be different from those followed 
in the early stages of World War 
II. There no longer exists the 
fetish about pegging short-term 
interest rates that existed during 
the war. 

(e) Controls over production, 
distribution, prices and wages 
have been imposed. It will not 
be easy to enforce these controls 
in a semi-war economy. Yet 
every thinking man fully realizes 
that unless spending is curbed the 
spiral of prices and wages can 
bring untold harm to the economy 
and to the people of the United 
States. 


One may therefore conclude 
that while the rearmament pro- 
gram will generate new and pro- 
nounced inflationary forces, the 
decline in the purchasing power 
of the dollar in 1951 will not be 
as sharp as during 1950. Under 
these circumstances, the trust offi- 
cer is still warranted in holding 
on to good bonds and acquiring 
new ones. Under present condi- 
tions, it might be advisable to 
increase the proportion of equities 
as compared with bonds; but a 
substantial percentage of bonds, 
whether it be 40% or 60%, should 
always be maintained. 


Investing in Equities 


In considering the problem of 
investing a larger portion of the 
corpus in equities than formerly, 


the. following points must be 
borne in mind: While equities are 
a better hedge against inflation 
than bonds, they are far from a 
perfect hedge, especially over the 
short run. Thus, despite rising 
prices of commodities, equities de- 
clined in price during 1947 and 
1948. The problem that confronts 
the trust officer at the present 
time is whether he should en- 
deavor to protect principal or 
income against the increase in the 
cost of living. 

It is easier and much safer to 
protect income than _ principal. 
Under existing conditions, and 
even taking into account the in- 
crease in taxes that has and will 
continue to take place, the return 
on sound equities will be substan- 
tially higher than on high-grade 
bonds. By shifting a portion of 
investments from bonds to sound 
equities, the income can therefore 
be increased, thereby compensat- 
ing the beneficiary, at least in 
part, for the decline in the pur- 
chasing power of the currency. 


To protect or increase income, 
however, the trust officer may 
invest in securities which are not 
usually regarded as hedges against 
inflation. Utilities, for example, 
are not considered a hedge against 
inflation, primarily because their 
rate of return is limited by regu- 
latory boards. In spite of in- 
creased taxes, however, the income 
from good utility stocks may 
remain at the present level, thus 
offering the holder a fairly satis- 
factory return. Naturally, the 
trust officer will consider each 
utility ‘equity on its individual 
merits. Similarly, railroad securi- 
ties are not regarded as anti- 
inflation equities because their 
rates, too, are determined by a 
regulatory body. However, be- 
cause of their large capitalization, 
they are not adversely affected 
by the excess profits tax, while 
the rearmament program will un- 
doubtedly lead to an increase in 
carloadings, and hence earnings. 
The trust investment officer will 
therefore give careful considera- 
tion to such equities because of 
the favorable return that can be 
obtained on them, at least during 
the emergency. Still other in- 
stances could be mentioned where 
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the present rate of return seems 
to be more or less assured. 


Protection of Principal : 


An entirely different problem 
arises when the trust officer is 
endeavoring to hedge against loss 
of principal. This aim involves 
an expectation that the price of - 
the equity will show an increase 
at least commensurate with the 
decline in the purchasing power of 
the dollar. Protection of prin-= 
cipal is fraught with many dan- 
gers, particularly at a time when 
economic visibility is very low 
and psychological factors play 
perhaps a more important role in 
the securities markets than. basic 
economic forces. 


The trust institution endeavor- 
ing. to protect principal against 
inflation must take into account 
both the favorable and the un 
favorable forces currently operat- 
ing in the equity market. Among 
the favorable factors are the fol- 
lowing: the rather substantial 
differential in the return between 
bonds and stocks, which is likely 
to continue. In order to increase 
their income, many individuals are 
shifting from bonds to stocks. The 
same principle is being followed 
by many trust companies and by 
some pension funds, particularly 
those permitted to buy equities. 
It is evident that the fear of in- 
flation and the desire to hedge 
against inflation are widespread, 
and that many people firmly be- 
lieve that equities are a hedge 
against inflation. These factors, 
which have been operating in the 
equity market for some time, may 
continue for the indefinite future. 


As against these considerations, 
the following factors must be 
taken into account by trust com- 
panies which operate under the 
rule of the prudent man: 


(1) Taxes have been increased, 
and a further increase of corpo- 
ration taxes will be imposed dur- 
ing the coming year. 


(2) Costs of production are 
likely to rise. At the same time, 
commodity prices have been 
frozen, which will further narrow 
profit margins. 

(3) The rearmament program 
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President Outlines Tax Proposals 


‘ Chief Executive, though admitting there is question as to how 
far we can tax, upholds pay-as-you-go basis for increased 
defense outlays. Urges rise in rates of personal income and 

corporation taxes. Wants loopholes closed. 


President Harry S. Truman on 
Feb. 2 delivered to Congress a 
@pecial message in which he pro- 
posed an immediate increase in 
Federal taxa- 
tion to provide 
$10 billions of 
additional 
revenue. 
Among his 
proposals 
were increased 
personal in- 
come and cor- 
poration lev- 
ies, with stric- 
ter enforce- 
ment meas- 
ures and clous- 
ing of present 
loopholes. 

The text of 
the President’s message follows: 

In the January messages to the 
Congress, I stated my intention of 
making further recommendations 
on a number of important mat- 
ters. One of the most urgent of 
these is the need for increased 
taxation. 

The budget for the fiscal year 
ending June 30, 1952, which was 
transmitted to the Congress, in- 
cluded estimated expenditures of 
$71.6 billion, and estimated re- 
ceipts under present tax laws of 
$55.1 billion. 


It is my firm conviction that we 
should pay for these expenditures 
as we go. A balanced budget now 
is just as important a mobiliza- 
tion measure as larger armed 
forces, allocations of basic mate- 
rials, and controls over prices and 
wages. 

This is true for three main rea- 
sons. 

First, we should pay as we go 
because that is the way to keep 
the Government’s finances on a 
sound footing. 

We are now strengthening our 
national security, in order to in- 
crease our ability to meet what- 
ever situation may arise in the 
future: Our Government finan- 
cial policies, like every other part 
of our national effort, must be de- 
signed to leave us stronger, not 
weaker, as the years go by. If in 
this period we pay for our neces- 
sary expenditures as we go along, 
rather than adding to the public 
debt, we will obviously be better 
prepared to meet our future needs 
whatever they may be. 


President Truman 


Question of Tax Limit 


There is a question as to how 
high we can push taxes without 
having serious effects upon the 
productive growth of our econ- 
omy. But I am sure that we could 
increase Federal revenues by con- 
siderably more than enough to 
cover the expenditures now an- 
ticipated without reaching those 
limits. During recent years we 
have taxed ourselves at high levels 
—and during those years our 
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economy has bounded forward: 
incomes have risen rapidly, new 
plants and indus.ries have sprung 
up, and the standard of living of 
our people has increased steadily. 
The growth in the strength of our 
economy that has occurred under 
these tax rates gives us confidence 
that we can safely pay the es i- 
mated expenditures for the next 
fiscal year out of taxes. 


Second, we should pay for de- 
fense as we go because that is the 
way to distribute the cost of de- 
fense fairly. 

We cannot escape paying the 
real cost of defense now—the cost 
in materials and days of work 
that are devoted to defense pur- 
poses. Whatever we do about 
taxes, the amount of goods avail- 
able to consumers to buy is only 
going to be what is left over after 
defense needs are met, 


We could try to escape the fi- 
nancial cost of defense by bor- 
rowing, but that would only trans- 
fer the financial problem to our 
children, and would increase the 
danger of inflation with its grossly 
unfair distribution of the burden. 


The sensible and honest thing 
to do now is to tax ourselves 
enough, as we go along, to pay 
the financial costs of defense out 
of our current income. 

Our Federal tax system can 
spread the cost of defense fairly 
among our people. There are 
many ways in which the fairness 
of the present tax system can and 
should be improved, but on the 
whole we have a good system. It 
recognizes differences in incomes 
and in family obligations. It pro- 
tects incentives for initiative and 
effort. It takes account of the 
special needs of new undertakings 
and the expansion of existing 
businesses, 


People Will Be Better Off on 
Pay-As-You-Go Basis 

I am convinced, after studying 
the matter thoroughly, that the 
people: of our -country—and I am 
thinking primarily of the average 
family of modest income—will all 
be better off if everybody pays his 
fair share of the financial costs of 
defense in taxes now. If we.don’t 
do that, we will only be putting 
off.the evil day, and making mat- 
ters worse for ourselves in the 
future. 

Third, we should pay as we go 
to help prevent inflation. 

If we do not tax ourselves 
enough to pay for defense ex- 
penditures, the Government will 
be spending more than it takes in, 
and the extra money it spends 
will add to total purchasing power 
and inflationary pressures. 

inflationary pressures will be 
strong, of course, even with the 
budget -balanced. Military pro- 
duction results in wage payments, 
and buying of materials, long be- 
fore the goods are produced and 
paid for by the Government. Busi- 
nessmen who build new plants 
spend money well in advance of 
producing any goods for the Gov- 
ernment or consumers to buy. 
Furthermore, consumers have ac- 
cumulated large amounts of cash 
and other liquid assets which they 
are free to spend if they so choose. 

Thus, inflationary pressures will 
be strong even after taxes are in- 
creased enough to balance the 
budget. We will still need direct 
controls over prices. and wages. 
But it may not be possible to make 
those controls effective unless we 
tax h. Certainly, 
those main k jal be far more 
effective if we pay for expendi- 
tures through taxes as we go 
along. 


During World War II, taxes 


: were not high enough, and the 
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Secretary Snyder Outlines 
Proposed Tax Increases 


In statement to House Ways and Means Committee, he con- 
tends, despite a corporate tax rate of 55%, opportunities for 
business profits are great. Hits at family income splitting in 
personal income law, and recommends strengthening of tax 

rates on capital gains. 


Government was forced to borrow 
too much. As a result, when con- 
trols were taken off after the war, 
prices skyrocketed and we paid 
in inflation for our failure to tax 
enough. The value of people’s 
savings was cut down by the 
higher prices they had to pay. 

We must not let that happen 
now. We must have both an ade- 
quate tax program and proper 
controls on prices and wages if 
we are to prevent inflation and 
preserve the value of savings and 
fixed incomes. 

For these reasons, the case for 
a pay-as-we-go tax program is 
-onclusive at the present time, 
and [I urge the Congress to con- 
tinue to keep that goal before it. 


A Preliminary Tax Boost 
This Year 


I believe that the wisest and 
most practical approach to this 
goal is to enact the tax program 
we need this year in two parts 


rather than enacting the full tax . 


program all at once. 
Government expenditures will 


be increasing very rapidly during - 


the next few months. We wiil 
have to act fast if our revenues 
are to keep pace with rising ex- 
penditures. . 

I recommend that as rapidly as 
possible the Congress enact rev- 
enue legislation to yield additional 
taxes of at least $10 billion an- 
nualy, and later in the year enact 
the remaining amounts needed to 


_keep us on a pay-as-we-go basis. 


If we follow this course, our 
revenues will keep pace with in- 
creasing expenditures, and we 
shall have some months in which 
to observe economic developments 
and to consider the several seri- 
ous questions that will need to be 
resolved before all parts of this 
year’s tax program are enacted. 

For example, we will have bet- 
ter information on exactly how 
much we shall need to balance the 
budget. As I explained in the 
Budget Message, our estimates of 
military expenditures are still ten- 
tative. In particular, the amount 
we spend for military equipment 
will depend on how fast the pro- 
duction lines are geared up and 
the equipment is actually turned 
out. If our military production 
program can be got under way 
faster—as we hope it can—ex- 
penditures will, of course, be 
larger than the budget estimates. 

Moreover, the Congress has not 
yet had an opportunity to act on 
the budget. I believe the Congress 
will find that the budget is sound, 
and provides only for the essen- 
tial needs of our. nation in this 
time of world crisis. Neverthe- 
less, the appropriations actually 
enacted by the Congress will, of 
course, control the actual expend- 
itures. 

Furthermore, the economic de- 
velopments of the months ahead— 
the impact of the defense effort 
and of tighter controls on prices 
and wages and profits—should be 
considered before the balance of 
our tax program for the coming 
fiscal year is completed. 


These uncertainties, however, 
do .not affect our obvious need 
for’ much larger taxes, and our 
need for the bulk of them very 
soon. I am therefore transmitting, 
for the consideration of the Con- 
gress at this time, my recomimen- 
dations as to the best way to raise 
at least $10 billion now. 


I know the Congress will want 
to consider these problems very 
carefully, and to review my rec- 
ommendations in the light of their 
own independent analysis. The 
Secretary of the Treasury is pre- 
pared to discuss these matters in 
‘detail with the committees of 
Congress. 


Increase of Existing Taxes 
Immediate Objective 
I believe we should meet our 
immediate objective by increasing 
existing taxes. The present Fed- 
eral tax structure, while marred 
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‘from 77% 


In presenting to the House Ways 
and Means Committee on Feb. 5, 
proposed in- 
creases and 
adjustments 
in Federal 
corporate and 
personal in- 
come taxes, 
Secretary of 
the Treasury 
John W. Sny- 
der proposed 
an 8-percent- 
age-point rise 
on corporate 
levies and a 
4-percentage- 
point rate in- 
crease On cur- 
rent personal 
income tax rates, along with some 
increase in the capital gains tax. 





John W. Snyder 


Corporation Taxes 
Concerning the proposed in- 
crease in the corporation tax rate, 
the Secretary said: 


“The President's recommenda- 
tion that $3 billion additional be 
raised from the income tax on 
corporations will require an in- 
crease of 8 percentage points in 
the corporate normal tax. 


“This change would raise the 
rate on the first $25,000 of cor- 
porate income from 25% to 33% 
and the general rate applicable to 
income in excess of $25,000 from 
47% to 55%. On income subject 
to the excess profits tax, the com- 
bined maximum rate would rise 
to 85%. The ceiling 
rate now imposed at 62% would 
have to be raised to 70% to ob- 
tain the full revenue effect of an 
8-percentage-point corporation 
income tax increase... . 

“The additional revenue to be 
obtained from the increase of 8 
percentage points in the corporate 
tax would come mostly from the 
large corporations. The 281,000 
corporations with profits of less 
than $25,000 would pay only 3% 
of the proposed total liability, 
while the 42,000 corporations with 
profits over $100,000 would pay 
90% of the total. 

“The level of corporation taxes 
proposed is dictated by the need 
for an equitable distribution of 
the burdens of defense consistent 
with the continued growth of in- 
dustry. Corporation profits have 
continued to expand. On the basis 
of conservative estimates which 
allow for no appreciable amount 
of inventory profits, they are ex- 
pected to reach at least $43 billion 
in 1951. The $43 billion estimate 
for 1951 compares with $40.2 bil- 
lion in 1950 and the previous peak 
of $33.9 billion in 1948. 

“Under the proposed rates, Fed- 
eral income and excess profits tax 
liabilities would be increased to 
$24.5 billion, or about 57% of 
estimated: profits. Even on the 
basis of conservative profit esti- 
mates and taking full account of 
State corporation tax require- 
ments, this would leave corpora- 
tions with $17 billion income 
available for dividends and ex- 
pansion, or approximately the 
same as the average for 1945-49, 
a period of unusual and sustained 
prosperity. 

“I am aware that a corporate 
rate of 55% would raise serious 
equity and incentive considera- 
tions in a normal and stable peace- 
time economy. However, corpora- 
tion tax rates requested during the 
present emergency cannot be 
judged by normal standards. 

“Opportunities for profit in the 
years ahead, even under price and 


wage ceilings, are great. The de- 
fense orders placed and yet to be 
placed—added to the large un- 
satisfied demand for industrial 
plant, housing, consumer durable 
goods and most articles of current 
consumption—assure producers of 
a sellers market in nearly every 
field of business activity during 
the mobilization period. In spite 
of problems of securing the ma- 
terials and labor for their pro- 
duction, business will have ade- 
quate incentives even under high- 
er taxes to go forward with the 
job of production. An important 
part of our reassurance on this 
score is the wholehearted and 
realistic appraisal by business 
management of its full responsi- 
bility in the national effort. 


“The appropriate level of any 
one tax is determined largely by 
the necessity of balancing the 
contributions from each tax source 
in a way which will best meet the 
total demands upon the tax sys- 
tem. In the present circumstances 
the increases in corporate rates 
proposed can be regarded as a 
necessary counterpart of increased 
taxes on individual incomes and 
consumers of taxed commodities.” 


Individual Income Tax 


With regard to the increase in 
personal income taxes, the Sec- 
retary said: 


“In order to meet the large rev- 
enue goal confronting us, it wiil 
be necessary to rely on the indi- 
vidual income tax—the backbone 
of our revenue system—for a very 
large share of the additional rev- 
enues. The $4 billion increase rec- 
ommended by the President can 
be provided by raising all income 
tax bracket rates by 4 percentage 
points and by an upward adjust- 
ment of the taxes on capital gains. 

“A 4-percentage-point rate in- 
crease would raise the starting 
rate, applicable to the first $2,000 
of taxable net income for a single 
person and $4,000 for a married 
couple to 24%. . . A married 
person with two dependents and 
with a net income of $3,000 now 
pays $488 or 16.3% of his income 
in tax. The proposed rates would 
increase his tax liability to $584 
or 19.5% of his net income. At 
the $25,000 level, the tax would 
be increased from $9,796 or 39.2% 
to $10,772, or 43.1% of net income. 

“In examining the possible 
methods of raising individual in- 
come tax yield, consideration was 
given to reducing exemptions. The 
President did not recommend this 
change because, at current leveis 
of imcome his revenue objective 
can be met by confining the in- 
come tax increases mainly to those 
now taxable. 


“The bulk of any major increase 
in individual income tax revenues 
will nevertheless come from the 
lower taxable brackets... . It is 
estimated that 83% of all taxpay- 
ers and 58% of their taxable in- 
come is accounted for by the in- 
come groups below $5,000. This 
concentration of income must be 
tapped if the tax is to raise enough 
revenue. 

One important feature of the 
individual income tax structure is 
the method of taxing family in- 
come. You will recall that in 1948 
Congress adopted universal in- 
come splitting in order to correct 
tax discrimination between resi- 
dents of communif{y, and noncom- :z 
munity-property States. 

“Chart 8 (not shown) demon- 
strates some of the effects of in- 


come splitting on the relative tax 
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A New Era for Hotels 


‘ By JAMES B. HERNDON, JR. 
Vice-President and Treasurer, Hilton Hotels Corporation 


Prominent industry executive asserts hotel operation now is 


liabilities of single persons and 
married couples. Single persons 
with income in excess of $3,100 will 
pay more tax under the proposed 
rate schedule than they paid dur- 
ing the war. On the other hand, 
married people in the middle 
brackets who benefit from the in- 
come splitting provisions will pay 
substantially less than they did 
during World War II. 


“There are differences of opin- 
ion about the fairness of the pres- 
ent tax treatment of family in- 
come and about the methods that 
might be adopted to modify the 
results of income splitting. Sev- 
eral possible courses of action are 
being studied by the Treasury 
and Joint Committee staffs. The 
Committee will undoubtedly want 
to examine this problem in all its 
implications before completing 
this year’s tax legislative program. 


Capital Gains Taxes 


“Increases in income tax rates 
raise another important struc- 
tural problem—one that requires 
more immediate action. I refer 
to the preferential treatment of 
capital gains. Gains from sale of 
capital assets held more than 6 
months are now included to the 
extent of 50% in taxable income 
and subjected to the regular rates. 
The taxpayer has the option to 
pay a flat 25% rate on long-term 
capital gains if this will result in 
a lower tax, 

“The starting rate of the indi- 
vidual income tax has risen from 
16.6% in 1948 to 20% in 1951. If 
another 4 percentage points are 
added to the initial rate, the tax 
on both ordinary income and on 
long-term capital gains realized 
by taxpayers in the lowest tax 
bracket will have been increased 
45% over the 1948 level. Under 
the circumstances, it would be 
inequitable to leave the maximuin 
effective rate of tax on capital 
gains unchanged at 25%, or only 
one percentage point higher than 
the recommended rate in the first 
bracket. This maximum rate af- 
fects only about 5% of the tax- 
payers having iong-term capital 
gains but this small groups ac- 
counts for more than half the 
capital gains tax collected from 
individuals. 


“The capital gains tax could 
appropriately be increased by rais- 
ing the alternative tax rate from 
50% to 75%. This rate, combined 
with the 50% inclusion, would re- 
sult in a maximum effective rate 
of 374%.%. This increase over the 
present 25% rate would be in line 
with the 45% increase in income 
tax rates adopted last year and 
proposed now. A corresponding 
increase to 3712% should be made 
in the rate of tax applicable to 
capital gains of corporations. 


“Lengthening the 6-months 
holding period now separating 
long- from short-term capital 
gains would provide more effec- 
tive taxation of speculative prof- 
its. As a minimum, the holding 
perioa should be increased to one 
year. 

“By this strengthening of the 
tax rates on capital gains, the in- 
dividual income tax wil] be made 
more equitable. This tax conforms 
most closely to concepts of fair- 
ness in taxation. It aliows for 
variations in income, deductible 
expenses and family status. It is 
the fairest method of distributing 
the cost of the defense program. 
It is also less likely than other 
taxes to inflate the cost structure. 
As a result of the current pay- 
ment system introduced during 
the war, this tax is especially 
well suited for quick adjustment 
to changed financial requirements. 
With proper adjustments in its 
structure, the individual income 
tax can and should contribute 
greatly to our revenue objective 
in the defense period.” 


most modern business science. 


Maintains investment markets 


have completely overlooked fundamental change which has 

occurred ‘since Great Depression, wherein the industry—reduc- 

ing its debt by half—has put itself in shape to benefit from 

rising tide of general business. Cites minimizing of competi- 
tion resulting from inflated construction costs. 


Hotel operation, one of the most 
ancient arts, now is one of the 
most modern of business sciences. 
All of us are acquainted with tales 
of the ancient 
inns of Persia, 
China, Greece 
and Rome. All 
of us are fa- 
miliar with 
the legendary 
inn-keeper 
who played 
gracious host 
to his appre- 
ciative pa- 
trons. 

Inn-keeping 
in Dickens’ 
day was a sim- 
ple operation. 
In fact, it con- 
tinued to be a relatively facile 
operation up until about 20 years 
ago. It has been during the past 
20 years or more that hotel keep- 
ing has assumed the basic char- 
acteristics of modern, 
industry. 


Prohibition a Potent Factor 


Before prohibition was devised 
in this country and before labor 
unions became powerful, the task 
of operating a hotel did not em- 
body great hazards. Whiskey was 
to be had at 50 cents a gallon, and 
food could be had almost as 
cheaply. Moreover, a hotel em- 
ployee labored 12 hours a day, 
seven days a week. As a matter 
of fact, some employees were 
willing to pay for the privilege 
of working and receiving the 
gratuity of hotel gues.s who knew 
nothing of income taxes. 


The first great change in hotel 
operation came with the advent 
of Prohibition which required the 
inn-keeper to become an efficient 
businessman, to acquaint himself 
with economics and to learn some- 
thing about cost accounting. The 
necessity for this increased as 
labor unions grew in strength. 


It was a severe test for the inn- 
keeper, a departure into unfa- 
miliar channels. Many hotel keep- 
ers failed to bridge the gap suc- 
cessfully. The hazards confronting 
them were aggravated by the un- 
bridled building of hotel facilities 
whicn continued from the middle 
’twenties into the early ‘thirties. 





J. B. Herndon, Sr. 


Rehabilitated Industry 


All of us, and especially pro- 
fessional investment people, re- 
call distinctly the sad plight of 
the hotel industry of the early 
thirties when an estimated four- 
fifths of all hotels in the United 
States were in bankruptcy, with 
defaulted bonds and unpaid in- 
terest and taxes. One of the basic 
causes Of this situation was the 
frenzied financing of hotel con- 
struction of that era, with bond 
houses feeding 6% gold bonds to 
a hungry public. In some in- 
stances, two hotels were built 
where one would have sufficed, 
simply to provide the bonding 
company an occasion to merchan- 
dise hotel bonds. 


Strangely enough, the complete 
metamorphosis of the hotel indus- 
try since then appears to have 
been overlooked in the invest- 
ment markets, Many investment 
authorities, it seems, fail to rec- 
ognize the radical reorganization 
of heavily mortgaged hotel prop- 
erties, through the instrumentality 
of 77-B. Great capital losses were 
suffered by a large number of 
security holders, but when pros- 


efficient ~ 


perity began to return in the 
middle ‘thirties it was greeted by 
a financially rehabilitated hotel 
industry which had hacked off 
about one-half of its bonded and 
mortgage indebtedness. The in- 
dustry had put itself in shape to 
benetit from a rising tide of gen- 
eral business fortunes. 


The Hotel Industry Today 


In the United States today there 
are approximately 15,000 hotels, 
exclusive of motor courts, with 
about i,400,000 rooms and with an 
annual sales volume of roughly 
$5,000,000,000. Aside from Florida 
and certain other sections where 
added facilities have been sorely 
needed, there has been no build- 
ing of hotels since the early 
thirties. Yet, the country’s popu- 
lation has increased by 30,000,000 
during that period. Patenitly al- 
though the _ traveling public's 
habits have changed, America has 
been growing up to its hote] plant. 


Nor should sight be lost of the 
fact that our country’s hotel plant 
today is soundly financed. Not 
only was a heavy yoke of debt 
realistically scaled off 15 years 
Or more ago, but alert manage- 
ment has since been able to im- 
prove the capital structure fur- 
ther and to put properties in first 
class condition. Our national ho- 
tel plant now is mortgaged for less 
than one-half of its value. 


The transformation of our hotel 
vlant is nowhere more cleariy 
evidenced than in operating re- 
sults. In the middle ’thirties hotels 
were earning about twice their 
taxes, whereas today tney are 
earning about six times the tax 
burden, according to a survey 
prepared by Harris, Kerr, Forster 
& Co. The hotel industry, accord- 


ing to a survey made by that or- 


ganization, obtains an average re- 
turn of 7.32% on its investment, 


before taxes, or about 442% after 
income taxes. 


What of Future Construction? 


Not only has there been no subp- 
stantial] hotel construction during 
the past 20 years, but it seems very 
unlikely that there will be any 
construction on a substantial scale 
in the foreseeable future. This 
conclusion seems inescapable 
when the steep rise in. costs of 
building hotels is considered. At 
current costs it appears virtually 


impossible to obtain  sufiicient 
room rent to cover cairying 
charges, 


I gauging the outlook for hotel 
construction the time-honored rule 
of thumb holds good. According 
to that rule, for each $1,000 spent 
to add a hotel room it is necessary 
to receive $1 a day room revenue 
at an occupancy of 70%. A lux- 
ury hotel built in the middle 
‘twenties at a cost of $10,000 per 
room might well be able to obtain 
an average room rate of $10. But 
the same hotel built now for 
$20,000 per room scawcely could 
hope to obtain an average rate of 
$20 per day, especially it across 
the street there is a hotel which 
costs $5,000 per room to the com- 
pany that bought it from the orig- 
inal bondholders. 


The days of irresponsible fi- 
nancing of hotel construction are 
a thing of the past. No financing 
company today is eager to buy a 
hotel builder’s bonds and advance 
up to 110% of the total cost of the 
project, with 10% for the finance 
company. The builder must face 
a hard-boiled finance company or 
an equally realistic insurance 
company which will advance a 
loan of not more than 60% of the 
real value of the entire project. 
He must put up at least 40% of 
the total cost of the project, and 
there are very few such optimistic 
builders in this day and age. 


The subject of hotel construc- 
tion costs leads to the question of 
the place of the motor court in 
the inn-keeping business. These 
motor courts have increased sharp- 
ly in number during the past sev- 
eral years, and they are highly 
competitive with small hotels in 
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small — However, the motor 
courts r little if any competi- 
tion to large hotels in_such large 
cities as. New York, Chicago, 
Washington and St. Louis. The 
City of Los Angeles cannot be in- 
cluded in this group because 
several factors such as climate and 
transportation facilities render the 
motor court a challenging com- 
ewe force in that Pacific Coast 
city. 
Contributing Factors 

A combination of factors has 
been responsible for the rehabili- 
tation of the hotel industry during 
the past score of years. One of 
the most important of these fac- 
tors has been the increase in na- 
tional income and industrial pro- 
duction. In 1949, our country’s 
hotel income factor was 242, using 
1935 to 1939 as 100. National in- 
come then was 331 on the same 
basis. Hotel occupancy led busi- 
ness activity gains from 1944 to 
1946, lagging slightly since. then. 

Generally speaking, the trend 
of hotel income normally coin- 
cides with the course of national 
income and business activity. Not 
only has business travel increased 
importantly during the past 20 
years, but pleasure travel has 
gained sharply as America on 
wheels has taken the road. The 
late George Bernard Shaw once 
observed: “The great advantage 
of a hotel is that it is a refuge 
from home life.” 


As suggested earlier, Prohibi- 
tion repeal also has furnished a 
big impeius to the rise of fortunes 
for hotel overators. To a large ex- 
tent, hotel business is beverage 
business because the sale of bev- 
erages accounts for an important 
portion of a hotel’s gross revenues. 
The financial statements of the 
hotel industry would make a rath- 
er sorry reading if it were not 
for the sale of beverages. 


Modern Industrial Methods 
Developed 


But no single factor has been 
more responsible for the vast 
change for the better in the hotel 
industry than the adoption by 
hotels of modern operating meth- 
ods and controls. This develop- 
ment has been hastened by the 
rise of such hotel accountants and 


Continued on page 28 





February 6, 1951 





M. M. FREEMAN & CO., Inc. 
BUTCHER & SHERRERD 


121,715 Shares 


Common Stock 
(Par Value $1 per Share) 





HIRSCH & CO. 





This advertisement is not, and is under no circumstances to be construed as, an offering of these 
securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, any 
of such securities. The offering is made only by the Prospectus. 


General Instrument Corporation 


Subscription Warrants evidencing the right to subscribe to said shares have been issued 
by the Corporation to holders of its outstanding Common Stock, such Warrants expiring 
at the close of business on February 21, 1951, as more fully sct forth in the Prospectus. 


Subscription Price to Warrant Holders 


$9.50 Per Share 


Copies of the Prospectus may be obtained within any State from such of 
the undersigned as may regularly distribute the Prospectus in such State. 


EMANUEL, DEETJEN & CO. 


16 (628) } 








a 





Securities Salesman’s Corner 











By JOHN DUTTON 











Advertising in the Securities Business 
(ARTICLE No. 1) 


During the next few weeks, in 
this column, I am going to-.try and 
pass along some ideas and sug- 
gestions that may be helpful to 
those retail securities firms that 
have recently been considering an 
increase in their appropriations 
for advertising. During the past 
few years, members of the New 
York Stock Exchange, as well as 
many unlisted houses, have dis- 
covered that securities can be 
merchandised. Today we know 
that people will listen to our story 
af we will only tell it to them in 
language which they can under- 
stand. They will come and they 
will buy—but they will only do 
#0 when we sit down with them 
and tell them what they can ac- 
complish by investing their money 
intelligently. They are interested 
in what securities can do for them. 
They do not wish to buy statistics. 
At last we are beginning to pro- 
mote our services in a human 
way—we have quite a distance to 
go yet, but we are getting there. 

In this connection I am almost 
tempted to devote this entire col- 
umn to-a little folder which was 
released last week by H. Hentz 
& Co., of 60 Beaver St., New York 
4,N. Y. It is entitled “Investment 
Facts About Common Stocks—and 
Cash Dividends.” If they have any 
«xtra copies and can send you one, 
f hope you will be able to ask for 
a copy and obtain it. When you 
‘ompare this appealing, two-color 
‘older, and its down-to-earth story 
‘cf common stocks, with some of 

e single sheet mimeographed 
pages of statistics that used to 
‘ind their way into investors’ mail 
! »xes, you can readily understand 
«hy this sort of advertising is 
paying dividends. 

Now to get down to cases: I 
taink you will agree that if you 
do anything haphazardly, as the 
spirit moves you, that sometimes 
vou may hit a few bull’s eyes, but 
in the long run you are going to 
fay your rifle down and either 
blame your ammunition or your 
own poor aim. This applies to ad- 
vertising just the same as any- 
thing else. I think it is especially 
true in the securities business. 
Many firms only advertise when 
the urge to move a block of stock 
compels action. Or, they get the 
‘dea that the salesmen should 
nave some more prospects, so a 
list is bought and some sort of 
direct mail advertising is sent out 
with the fond hopes of all con- 
cerned, that at least “we will get 
«nough out of it to pay our ex- 
pense.” Or, a small advertisement 


is regularly placed in the news- 
paper or financial publication be- 
cause’ someone believes that it 
does pay to “keep our name be- 
fore the public.” Naturally, very 
little progress comes from all of 
this. Some good is admittedly ac- 
complished by any advertising. 
But frankly, it is not the way to 
set up an advertising campaign, 
nor is it a way to make advertis- 
ing really pay. 

In other lines of business, where 
real money is spent on advertising, 
and where it has to pay off or else, 
what is done? First a study is 
made of the firm itself. Its poli- 
cies of doing business are deter- 
mined, and they become the basic 
foundation of all the advertising 
which follows. There is a charac- 
ter and a design to every business. 
It is the province of a good ad- 
vertising agency to detect that 
certain unique quality of a prod- 
uct, or a service, and to feature 
that particular phase of its client’s 
activities, in all of its advertising. 

In other words, know yourself. 
Find out what you are really try- 
ing to do. Know your market. 
Maybe you think you know it, but 
possibly if you sat down and 
looked at your own operations ob- 
jectively, you would get a differ- 
ent view of things. Are you sell- 
ing securities, or ideas? What 
kind of people live in your town? 
Are they investors who are pri- 


marily interested in dividend 
checks? Are they speculative 
minded? Is your office in Miami 


Beach, Los Angeles, or Rochester, 
N. Y.? How many customers do 
you have now that are traders? 
How many are long-term invest- 
ors? How many shop around and 
go from broker to broker? How 
many accounts do you have on 
your books? How many salesmen 
do you employ? Can you use more 
business and still service your 
present accounts effectively? Can 
you add mere salesmen? Can you 
improve your service to custom- 
ers? Are your customers’ ac- 
counts in good condition—do they 
hold well diversified lists of 
sound securities? Are you only 
interested in speculations? If so, 
you have a different problem. Are 
you all over the lot—do you know 
what you are striving to achieve 
—are you building solidly? 

When you can answer these 
questions, I think you can begin to 
plan an advertising campaign. 
Sométimes, a searching analysis is 


not only good for the soul—but 
good business as well. This is 
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where I would start. I would find 
out if the methods of operating 
my business were suited to the 
market in which it was located— 
if it needed changing I would 
make those changes. Then I would 
start to advertise. 


McCandless Partner 
In Vance, Sanders 


BOSTON, Mass. — Vance, San- 
ders & Co., 111 Devonshire Street, 
principal underwriters for shares 
of Massachusetts Investors Trust, 
Boston Fund and other mutual in- 
vestment funds, announces that 
John A. McCandless has been 
admitted as a general partner of 
the firm. 

Following graduation from Yale 
in 1927, Mr. McCandless entered 
the it:vestment business in New 
York. Later he was with the Na- 
tional Association of Securities 
Dealers until 1943, when he be- 
came associated with Massachu- 
setts Investors Trust, where he 
handled the trust’s portfolio 
transactions. He resigned the lat- 
ter position last year to join the 
staff of Vance, Sanders & Co. 

Other partners are Henry T. 
Vance, William F. Shelley, Hath- 
erly Foster, Jr.. Edward E. Hale, 
Thomas A. Baxter, John A. Car- 
ter, Jr., Kimball Valentine, Her- 
bert I. Shaw, Mark L. Baxter and 
Robert L. Osgood. 


Noble and Perham With 
Coburn & Middlebrook 


(Special to THe FINaNciaL CHRONICLE) 


BOSTON, Mass.—Arthur D. 


Noble and Wilfred B. Perham 
have become associated with Co- 
Inc., 


burn & Middlebrook, 
Federal 
Street. Mr. 
Noble was 
formerly 
manager of 
the Boston 
office of R. H. 
Johnson & Co. 
and Mr. Per- 
ham was trad- 
ing manager. 

Also joining 
the Coburn & 
Middlebrook 
staff are Dom- 
inic DiSandro, 
James J. Don- 
lan, William 
K. Gray, Lawrence H. Martin, 
Ellen C. Painting, Charles G. 
Price, John J. Quinn, J. Herbert 
Remington, Charles E. Smith, 
Donald T. Steele, Charles Ulin, 
J. Murray Walker and Owen H. 
Woods. All were previously with 
R. H. Johnson & Co. 


Staats Co. to Acquire 


75 





Wilfred B. Perham 


Stock Ownership 
LOS ANGELES, Calif. — John 
Earle Jardine, Chairman, and 


Donald Royce, President of Wil- 
liam R. Staats Co., pioneer west- 
ern investment banking firm, have 
announced that executives and 
employees of the firm had ar- 
ranged for the acquisition of the 
common stock formerly owned by 
Fred R. Tuerk and _ associates. 
There will be no change in the 
principal officers or directors. The 
firm will hope to participate even 
more actively in financing the 
growth of western industries, util- 
ities, municipalities and other cor- 
porations than it has in the past 
since its establishment in 1887. 

Mr. Tuerk, an eastern financier, 
acquired his stock interest in 
William R. Staats Co. several years 
ago. He formerly made his home 
in Chicago and California, but has 
recently established his residence 
in Florida. 

William R. Staats Co. is a mem- 
ber of the Los Angeles Stock Ex- 
change, the Midwest Stock Ex- 
change, and an associate member 
of the San Francisco Stock Ex- 
change. 
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Atchison, Topeka & Santa Fe 


For the past two years or so 
hardly a month has passed without 
rumors that directors of Atchison, 
Topeka & Santa Fe would come 
forward with a proposal to split 
the stock. Last month they final- 
ly acted. On April 26 stockhold- 
ers are to vote on the plan to 
split both the preferred and com- 
mon stocks two-for-one. It is a 
foregone conclusion that the split 
will be approved, and if so it will 
become effective as of Aug. 1, 
1951. While the action of the di- 
rectors was greeted with enthu- 
siasm, and the common stock 
moved ahead sharply on the an- 
nouncement, there was some dis- 
appointment that the split was not 
three, or even four, for one. Even 
after the split the stock will still 
be in the high price category. 

Santa Fe common is now selling 
at the highest levels in about 20 
years and more than 50 points 
above the peak reached in the bull 
market that culminated in 1946. 
Nevertheless, at current levels it is 
still selling less than six times 
1950 earnings, and by any invest- 
ment standards is still one of the 
most attractive of the railroad 
equities. Also, indicated probable 
income return is liberal for a 
stock of this quality. The current 
regular rate is $2.00 quarterly and 
in the past few years $2.00 year- 
end extras have been paid. As a 
minimum, a $5.00 regular annual 
rate on the split stock appears 
likely, affording a return of 5.72% 
at recent prices. A $6.00 rate on 
the new stock, which would still 
be conservative in relation to 
earnings, would afford a return 
of 6.87%. 


Santa Fe has one of the most 
enviable long-term records in the 
industry. In all of its history, go- 
ing back to before the turn of the 
present century, it has never re- 
ported a loss after providing for 
full fixed and contingent charges. 
Moreover, since 1901 there have 
been only three years (1933, 1938, 
and 1939) in which dividends have 
not been paid on the junior equity. 
As impressive as this record is, the 
future outlook is even more in- 
spiring. In all respects Santa Fe is 
a far stronger property than it was 
when it was able to weather the 
depression of the 1930s without a 
net loss in any single year. 


The debt, which at its peak was 
not overly burdensome, has been 
reduced sharply. All callable 
bonds have been retired and the 
company has made some pur- 
chases of the two remaining non- 
callable bonds — the General 4s, 
1995 and Adjustment 4s, 1995. By 
the end of 1949 this non-equip- 
ment debt had been pared to 
$200,467,000, a reduction of more 
than a third since the beginning 
of 1941. Moreover, equipment ob- 
ligations stood at only $14,410,- 
736. About two-thirds of these will 
have matured and been paid off 
by the end of this year. Mean- 
while, finances have been im- 
proved materially—in this respect 
Santa Fe is one of the strongest 
roads in the country. Cash items 
alone stood above $157 million a 
couple of months ago, equivalent 
to nearly 19 years’ requirements 
for fixed and contingent charges. 


Even more important than debt 
and financial progress from a 
long-term viewpoint has been the 
vast improvement in the physical 
condition of the property. The 
road was one of the early pioneers 
in the use of diesel power for road 
freight service. Large sums have 
been spent on building up this 
fleet. Additional sums have been 
spent on freight car equipment 
and on additions and betterments 
to roadway. In all, in the years 
1941 through 1950 well over $400 
million has been spent on gross 


additions and betterments to prop- 
erty and equipment. These out- 
lays have alone been equivalent 
to more than twice the current 
debt, including equipments. With 
the property improvements a far 
greater degree of operating effi- 
ciency has been attained. 

Last year earnings on the com- 
mon stock amounted to $31.29 a 
share, compared with $18.06 a 
share earned a year earlier and a 
wartime peak of $27.79 realized in 
1942. The 1950 results were, how- 
ever, swollen by special credits, at 
least in part non-recurring. There 
was an accrual for the retroactive 
mail pay increase in the amount 
of $9,108,845 and a $6,000,000 divi- 
dend from subsidiaries. Presum- 
ably this latter was from Western 
Improvement which, despite fair- 
ly substantial earnings, has made 
no dividend distributions in a 
number of years. After taxes these 
two items added $10,112,661 to net, 
equivalent to $4.17 a share of San- 
ta Fe common. It is notable that 
even without either of these two 
items, and they are by no means 
entirely of a non-recurring nature, 
earnings would still have been 
close to the World War II peak, It 
is doubtful that with current and 
prospective taxes earnings can re- 
peat their 1950 performance this 
year. Nevertheless, they should 
remain well above $20.00 a share. 


FHLB Notes on Market 


A new issue of $84,000,000 Fed- 
eral Home Loan Banks 14% con- 
solidated notes, Series F-1951, 
non-callable, was offered Feb. 6 
by the Federal Home Loan Banks 
through Everett Smith, fiscal 
agent. The notes, dated Feb. 15, 
1951, and due Nov. 15, 1951, are 
priced at par. A countrywide sell- 
ing group of securities dealers 
will participate in the offering. 

Proceeds from the financing will 
be used by the Federal Home 
Loan Banks to refund in part the 
Series A-1951, 1°8% consolidated 
notes maturing Feb. 15, 1951, out- 
standing in the amount of $97,- 
000,000. Balance required for re- 
tirement of the 1%¢s will be ob- 
tained from funds on hand. 

Upon completion of the financ- 
ing the Federal Home Loan Banks 
will have outstanding consoli- 
dated obligations in the amount of 
$548,000,000. 


Grant Exchange Member 


Samuel S. Grant has retired as 
a general partner of Sutro Bros. & 
Co., and has been admitted as a 
member of the New York Stock 
Exchange. He will make his office 
at Sutro Bros, & Co., 120 Broad- 
way, New York City. 


With Rockwell-Gould 


ELMIRA, N. Y.—Jacob B. Har- 
der, Jr., is now associated with 
Rockwell-Gould Co., Inc., 159-167 
Lake Street, as sales represen- 
tative. 
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Eisenhower Reports to Nation 


In radio address, General expresses confidence in outcome 
of European rearmament. Says U. S. security requires partici- 
pation in defense of Western Europe, but “we Americans can- 


not support the world militarily or economically,” 
fore must insist on working partnership with 


In a radio address to the nation 
on Friday evening, Feb. 2, fol- 
lowing his 
talk to mem- 
bers of Con- 
gress, General 
Dwight D. 
Eisenhower 
reported gen- 
erally on the 
defense situa- 
tion in Europe 
and, express- 
ing confidence 
in success of 
the establish- 
ment of a 
Western Eu- 
ropean defense 
army, con- 
cluded by ap- 
pealing for a 
united America to “constitute the 
greatest iempora] force that has 
ever existed on God's earth.” 


The text of General 
hower’s address follows: 


As a soldier, I have been given 
an Allied assignment that directly 
concerns the security of the free 
world, with special reference to 
the countries bordering upon the 
North Atlantic Ocean. I have ap- 
proached the task, aiming at the 
good of the United States of Amer- 
ica, conscious that a strong, sol- 
vent America is ihe indispensable 
foundation for a free world. 


While I have reached definite 
eonclusions, the subject of the free 
world’s security is so vast and 
complex that no man could hope 
to master its elements to the iasi 
critical item or, in a quarter hour, 
to answer all questions in his fel- 
low-citizens’ minds. Consequently, 
though I speak to you out of deep 
conviction, I do so in all humility, 
trusting to your sympathetic con- 
sideration. 

Our hope remains the achieve- 
ment of peace based on under- 
standing and forbearance, the only 
sure foundation for peace. 


We must never lose faith that 
such a peace can be ultimately 
established. We seek only peace. 
No one can honestly interpret our 
modest preparations otherwise. 

But we should examine the cur- 
rent si uation, fearlessly and clear- 
ly, neither shutting our eyes to 
obvious dangers nor permitting 
fear to warp our judgment. Amer- 
ica’s record and America’s strength 
certainly should prevent hysterical 
apprehension of the future. Today 
we are faced by an aggressive 
imperialism that has more thai 
once announced its implacable 
hostility to free government. 
There‘ore, we strive to erect a 
wall of security for the free world 
behind which free institutions can 
live. That wall must be main- 
tained until Communist imperial- 
ism dies of its own inherent evils. 

One of the great questioi’s be- 
fore us is the will and. capacity 
of Eurove to cooperate effectively 
in this aim. Uniess there exists 
in Europe a will to defend itself, 
no amount of outside help can 
possibly make it secure. A nation’s 
defense must spring from its own 
soul; and the soul cannot be im- 
ported. 


General. Dwight D. 
Eisenhower 


Eisen- 


Western Europe 


For years we have heard that 
Western Europe is plagued, con- 
fused, and divided far more se- 
riously than we are; we heave 
heard that in their homes, in fac- 
tories, on the street millions of 
honest. workmen are daily sub- 
jected to Communist bullying; 
that their days» and nights are 
haunted by the specter of invading 
hordes whom they canno: hope to 
equal in numbers or physical 
strength. 





and there- 
Allies. 


Furthermore, the discourage- 
ment, destruction and confusion 
visited upon the peoples of Europe 
by two world wars sapped their 
productive capacity and, in some 
instances, reduced them to levels 
of near-s.arvation. More than this 
—their spirit was smothered in 
war-weariness. 


Holds U. S. -Can’t Stand Alone 


That is a story often told. If 
if were the whole story, then all 


' I could honestly do would be to 


recommend that we abandon the 
NATO [North Atlantic Treaty Or- 
ganization] treaty and—by our- 
selves—attempt, however futilely, 
to build a separate fortress against 
ihreatening aggression. Two strik- 
irg facts make such a recommen- 
dation, for me, impossible. 


The first fact is that the utter 
hopelessness of the alternative re- 
quires our participation in Eu- 
ropean defense. We can all under- 
stand that America must be 
strong in air and sea power. These 
elements are vitally essential to 
the defense of the free world and 
it is through them that we protect 
the approaches to our homeland 
and the routes of commerce nec- 
essary to our existence. 

But this alone is not enough. 
Our ships wil] not long sail the 
seas, nor our planes fly the worid 
airways, if we stand aside in 
fancied security while an aggres- 
sive imperialism sweeps over 
areas of the earth with which our 
own future is inseparably linked. 

Western Europe is the cradle of 
our civilization; from her orgini- 
nally we drew our strength, gen- 
ius and culture. But our concern 
in Europe is far more than senti- 
mental. Our own security is di- 
rectly involved. Europe is a high- 
ly develoved industrial compJex 
with the largest and most varied 
pool of skilled labor on earth. This 
huge po ential would be a rich 
prize for a totalitarian invasion. 
Its direct importance to us is ihe 
stark fact that its possession by 
commuristie forces would give 
them opportunity to develop a 
preponderance of power. Even 
this disaster would not tell the 
whole story. 


Importance of Free Western 


Europe 
If Western Europe should be 
overrun by communism, many 


economicaily dependent areas in 
Africa and the Middle East would 
be affected by the debacle. South- 
eastern Asia would probably soon 
be lost. Thus, we would be cut 
off from the raw materials of all 
these regions—materials that we 
need for existence. World destiny 
would then be dictated by im- 
perialistic powers whose avowed 
purpose if the destruction of free- 
dom. 

The second fact bearing upon 
our participation in European de- 
fense is that the people of Europe 
are not spiritually bankrupt, de- 
spite the validity of many pessi- 
mistic reports. Great sections of 
its population have for years la- 
bored on and fought the creeping 
paralysis of communism. Now, the 
North Atlantic Treaty has brought 
new fuei to the flames of hope in 
Europe. It has noticeably lifted 
morale, the fundamental element 
in this whole situation—the force 
which powers all human progress. 

In every capital, there is grow- 
ing a desire to cooperate in this 
mutual security effort. All the 
governments that I have recently 
visited agreed that their defense 
programs must be stepped up de- 
spite economic and other difficul- 
ties—in spite of preoccupations 
that constitute abnormal drains 
upon particular nations. For ex- 
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ample, France now wages a re- 
lentless and costly war against 
eommunism in Indo-China. Brit- 
ain, still existing on an austerity 
level, shoulders heavy burdens in 
Malay. However much those na- 
tions may differ from us in their 
diplomatic thinking with respect 
to Asiatic states, there is no ques- 
tion concerning their solidarity in 
opposing communistic aggression. 

Within the past few days, Brit- 
ain has stepped up drastically its 
rate of preparation. The new mili- 
tary service program in France 
bars all exemptions, of every kind 
whatsoever. The Norwegians im- 
pressed me with their unshakable 
determination that never again 
will they be victims of occupation. 
To them, a fighting resistance, 
even to their own destruction, is 
preferable. And in Italy, there are 
unmistakable signs of a stiffening 
courage and determination. The 
same is true of Belgium, Holland, 
Denmark, Portugal, Luxembourg 
and Iceland. 


Europe’s Spirit Regenerated 

In every country I saw hearten- 
ing evidence of a regeneration in 
Europe’s spirit. Its morale, its 
will to fight, will grow with every 
aecretion to physical strength. The 
arrival in Europe of new Amer- 
ican land and air units, though 
modest in protective influence by 
themselves, will certainly produce 
added confidence and accelerate 
the production of military force 
throughout the member nations. 
The European nations must, of 
course, produce and maintain the 
great bulk of the land forces nec- 
essary to their defense. 


For this purpose the most im- 
mediate: need in Europe is muni- 
tions and equipment. Every one 
of the Continental nations I vis- 
ited can rapidly and markedly in- 
crease its resistance power if it 
can be promptly furnished addi- 
tional supplies of this kind. To 
fill this need, our loya] neighbor, 
Canada, with Britain’ and others, 
is shouldering part of the load. 


In military potential, the free 
nations have everything they need 
— natural resources, industrial 
genius, productive capacity, and 
great reservoirs of leadership abil- 
ity. Given the ingredient of mo- 
rale—the determination to com- 


bine for mutual proteciion—the 
military strength will be pro- 
duced at a speedy pace. With 


every increase in strength, there 
will be an upward trust in morale, 
resulting in an evermounting 
spiral of confidence and security. 

With respect to time, and hour 
of attack, no man can know at 
what hour, if ever, our defensive 
organization may be put to the 
ultimate test. Because our purpose 
is entirely defensive, we must be 
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This announcement appears for purposes of record only. 
through the undersigned, and have not been and are not being offered to the public. 


Dated November I, 


ready at the earliest possible mo- 
ment. Our current mobilization, 
properly adjusted to our peaceful 
security needs, should be as rapid 
as any required by the emergency 
of war. 


To you, the people of America, 
I repeat—as I have to the Con- 
gress and to the President—that i 
believe that: 


First, the preservation of a free 
America requires our participa- 
tion in the defense of Western 
Europe. 


Second, success is attainable. 
Given unity in spirit and action, 
the job can be done. 

Third, while the transfer to Eu- 
rope of American units is essen- 
tial, our major and special con- 
tribution should be in the field of 
munitions and equipment. 

By no means do I believe that 
we Americans can support the 
world militarily or economically. 
In our own interest, we must in- 
sist upon a working partnership 
with every nation making the 
common security its task of first 
priority. Everyone of the member 
nations must realize that the suc- 
cess of this combined effort to 
preserve the peace rests as direct- 
ly upon America’s productive, 
economic, and political strength 
as it does on any amount of force 
we can develop. Only cooperative 
effort by all of us_.can preserve 
for the free world a position of 
security, relative peace, and eco- 
nomic stability. 

Attainment of this result is 
largely a matter of morale and 
human spirit. The frée world 
must now prove itself worthy of 
its own past. 

If Frenchmen can rise to the 
heights their fathers achieved at 
Verdun in 1916; if Italians can 
recapture the fervor of Vittorio 
Veneto; if the Bri.ish can relive 
the days of 1940 when they stood 
alone against Hitler; if our other 
Allies can react to today’s threat 
in the mode of their own revered 
patriots; if we here in America 
can match the courage and self- 
sacrifice of the ragged, freezing 
members of Washington’s Army at 
Valley Forge; indeed, if each of 
us now proves himself worthy of 
his countrymen fighting and dying 
in Korea, then success is sure—a 
glorious success that will bring us 
security, confidence, tranquility. 

Each of us must do his part. We 
cannot delay, individually or na- 
tionally, while we _ suspiciously 
scrutinize the sacrifices made by 
our neighbor, and through a weas- 
ling logic seek some way to avoid 
our own duties. 


America Should Lead 
If we Americans seize the lead, 


we will preserve and be worthy 
ad 
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of. our own past. Our children 
will dwell in peace. They will 
dwell in freedom. They will read 
the history of this decade with 
tingling pride and, from their kin- 
ship with this generation, they 
will inherit more than can be ex- 
pressed in millions, in acres, or 
in world acclaim. 

It is not my place as a soldier. 
to dwell upon the politics, the 
diplomacy, the particular treaty 
arrangements that must accom-= 
pany and go forward with such 
an effort. But I do conceive if 
my duty to report from time to 
time, both to this government and 
to all others in the coalition, as 
to progress achieved. Thus our 
own and all other peoples may 
constantly review their decisions 
and plans and, if necessary, revise 
them. This evening I come back 
to you only as one with some ex- 
perience of war and peace, of 
some acquaintanceship with our 
friencs of Western Europe, to 
bring you what is in my heart and 
mind. I shall go about my own 
task in this undertaking with the 
unshakable confidence that Amer- 
ica will respond fully when the 
basic issues are understood. 


We know that 150,000,000 united 
Americans constitute the greatest 
temporal force that has ever ex-. 
isted on God’s earth. If we joi 
in a common understanding of our 
country’s role today and whole- 
heartedly devote ourselves to its 
discharge, the year 1951 may be 
recorded in our history in letters 
as bright as is written the year 
1776. 


Dietz Partner in | 
Seskis Wohlstetier. 


Seskis & Wohlstetter, 25 Broad 
Street, New York City, members 
of the New York Stock Exchange, 
announce that Kenneth F. Dietz 
was admitted to General Partner- 
ship as of Feb. 1, 1951. Mr. Dietz 
formerly was connected with E. F., 
Hutton & Co., and Shearson, Ham- 
mill & Co. where he was a Special 
Research Consultant. He will act 
in the same capacity with his own 
firm who are specialists in several 
stocks listed on the New York 
Stock Exchange—including Jones 
& Laughlin Steel, Western Union 
and others. 

Mr. Dietz admission to partner- 
ship was previously reported in 
the “Chronicle” of Jan. 25. 


J. E. Hammers Opens 


ABERDEEN, S. Dak.—James E. 
Hammers has opened offices af 
1502 South First Street to engage 
in the securities business. 
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Growth of Pulp and Paper Industry 


Justin R. Weddell, of St. Regis Paper Company, tells Rollins 
College Economic Conference pace of output has been continu- 
ously accelerated in past quarter of century by expansion of 


Southern mills, now producing 


Addressing the 16th Annual 
Economic Conference at Rollins 
College, Winter Park, Fla., on 
Feb. 2, Justin R. Weddell, di- 
rector of Pub- 
lic Relations 
of the St. 
Regis Paper 
Company, 
noted the 
rapid growth 
and expansion 
of pulp and 
paper output 
in the United 
States in re- 
centyears, 
particularly in 
the Southern 
States. 

“Within the 
past 50 years,” 
Mr. Weddell stated, “our pulp and 
Paper production has grown 10 
fold: from approximately two mil- 
lion tons annually to over 26 mil- 
lion tons. Over the same period 
our population has doubled, and 
the per capita use of paper has in- 
creased from 50 pounds per year 
to 350 pounds. The pace of this 
growth has been accelerated dur- 
ing the past quarter century by 
the significant development of 
the industry in the South. From 
a standing start in the early 20’s 
the southern forest end the south- 
ern mills are now contributing 
over 50% of the pulp produced in 
the nation, and about a third of 
the paper products.” 

Continuing, Mr. Weddell re- 
marked: “May I quote in broad 
figures frorn some data collected 
by the late James H. Allen, a man 
of the South who is looked upon 
as an outstanding leader among 
those few men who created by 
their faith and energy and re- 
sourcefulness the pulp and paper 
industry of the South: 


“As late as 1933 the investment 
in mills and plant in the South 
was a little over $100 million. 
‘Today’s capital asset value ap- 
proaches seven times that figure. 
The sales value has increased 10 
times. Payrolls have increased 20 
‘times. The growers and producers 
wf pulpwood 18 years ago re- 
ceived about $9 million; today 
the annual value of pulpwood 
consumed is approximately $180 
million. The industry that em- 
ployed 18,000 men in the mills 
and the woods in 1933 now gives 
employment to over 130,000. Mil- 
lions of acres of cut over land 
and second growth pine, much of 
which had lapsed into tax delin- 
quency, have been converted into 
one of the most salable assets of 
the South. 

“Through the establishment of a 
sure market for pulpwood — the 
smaller trees of the forest—a new 
and growing income has come to 
the farmer and woodland owner. 
All the uses of conservation and 
forestry have been given new life. 
‘The great southern forest, ravaged 
for generations by fire and pest 
and careless cutting, is restoring 
itself, and being helped in that 
process by fire control, reforesta- 
tion plantings, good woods man- 
agement, and the development of 
tree farms. The whole economy 
of these southern states has been 
lifted. Whereas 18 years ago we 
were importing some 3™% million 
tons of paper, we are today ex- 
porting some of our southern 
product. Whereas 18 years ago, 
through imports of pulp and pa- 
per we were. in effect supporting 
70,000 full time jobs in foreign 
wood production,, we have today 


brought those jobsi‘home to our 
woods workers. 

“What will be the impact of 
world affairs upon such an econ- 
omy? It is not a fragile structure. 





Justin R. Weddeil 


Fe ORE ne 


one-half of nation’s production. 


It is not to be measured by the 
brick and mortar, the machines 
and tools, that make up the 50 odd 
mills of the southland. It is not 
to be measured by the investment 
in plants and woodlands that are 
its outward expression of worth, 
estimated at nearly a billion and 
a quarter dollars. There is an- 
other dimension, the dimension 
of depth. It is the flesh and blood 
of the industry; the men who 
work in it and direct it; the spirit 
of the men who created it. 

“In Mr. Allen’s address before 
the Southern Forestry Conference 
in Montgomery two years ago he 


the South. 
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said: ‘It is axiomatic in life that 
where there exists a great need, 
the manpower to meet the neces- 
sity is forthcoming.’ He went on 
to speak of men who were out- 
standing in action, men of cre- 
ative genius and courage, ‘whose 
whole thought was the job at 
hand, not public acclaim.’ Of the 
men he named in that group of 
pioneers he spoke of the late 
Richard J. Cullen of the Inter- 
national Paper Company as the 
man who ‘will in time be chron- 
icled as the South’s greatest busi- 
ness executive ... a man pos- 
sessed of a dynamic mind and 
personality ... with the ability to 
build efficient mills; to inspire 
men in his organization; to find 
markets; to pay debts, and create 
capital surpluses. He was de- 
scribing a man of the American 
faith whose work is one of the 
underpinnings to the economy of 





Sees Little Revenue From Excess Profits Tax 


Dr. J. Henry Landman tells Tax Forum of Cost Accountants 


there are too many loopholes 
from 


The new excess profits tax law 
has too many loopholes to yield 
as much revenue as the Treasury 
anticipates, tax attorney Dr. J. 
Henry Land- 
man declared 
at the Tax 
Forum of the 
New York 
Chapter of the 
National 
Association of 
Cost Account- 
ants on Jan. 
31. 

Congress 
intended to 
raise approxi- 
mately $3.3 
billion 
through an J. Henry Landman 
excess profits a 
tax that would fall on about 70,000 
larger corporations, according to 
Dr. Landman. He expressed doubt 
that the yield will reach $3.3 bil- 
lion even if national income rises 
above present levels. 


One reason Dr. Landman gave 
for expecting a lower EPT yield 
will be a tendency for businesses 
to adopt the partnership form. 
Partnerships, which pay neither 
normal nor excess profits taxes, 
will again become popular as dur- 
ing World War II, he pointed out. 

“Other corporations are estab- 
lishing subsidiaries which deflect 
earnings that would otherwise be 
subject to excess profits taxes, 
and, in addition, each subsidiary 
enjoys a $25,000 minimum credit,” 
he said. 

“Still others are repedting a 
wartime practice of buying cor- 
porations currently operating at a 
loss. Where the acquired corpora- 
tion had high 1946-1949 earnings, 
the purchaser can sometimes take 
advantage of this favorable expe- 
rience to increase its own normal 
earnings credit. Corporations can 
find legitimate business purposes 
for a multiplication of their sub- 
sidiary enterprises.” 


Among other EPT effects, Dr. 
Landman pointed out that it en- 
courages borrowing. Corporations 
can borrow at from 2% to 4% and 
thereby earn additional excess 
profits credits between 6% and 
9%. Dividend policies are apt to 


become more conservative be- 
cause accumulated earnings are 
treated as equity capital and re- 
ceive a credit between 8% and 
12%. There is little risk of run- 
ning afoul of the penalty on un- 
reasonable undistributed earnings 
during a period, of, high economic 
activity, he explained. 

In conclusion, Dr. Landman 
conceded that the new EPT is 
more specific in regard to “hard- 
ship” relief than its World War II 





to yield $3.3 billion expected 
levy. 


predecessor, but expressed his 
opinion that its effectiveness as a 
source of revenue would be weak- 
ened by the law’s many loopholes. 


Dillon, Read Group 
Underwrites Offering 


The offering of 233,576 shares 
of additional common stock (par 
$1) to the common stockholders 
of record Jan. 31, 1951, of South- 
western Public Service Co. at 
$14.75 per share has been under- 
written by a group of investment 
bankers headed by Dillon, Read 
& Co. Inc. The subscription war- 
rants, which expire at 4 p.m. 
(EST) on Feb. 14, 1951, give 
holders the right to subscribe for 
one new share for each 13 shares 
held and the additional right to 
subscribe at the same price, sub- 
ject to allotment, for shares not 
taken by stockholders upon exer- 
cise of their preemptive rigits. 

Dillon, Read & Co. Inc. will act 
as dealer-manager of a greup of 
security dealers in soliciting the 
exercise of subscription warrants. 

The utility company proposes to 
use the proceeds from the sale of 
the new common stock, togetner 
with the proceeds of $12,000,000 of 
first mortgage bonds and 10,060 
shares of new preferred stock, for 
construction of additions and im- 
provements to its properties or to 
repay bank loans obtained for that 
purpose. The company has en- 
tered into a contract for the sale 
privately of the $12,000,000 of 
bonds and expects shortly to en- 
ter into a similar contract with 
regard to the 10,000 shares of pre- 
ferred stock. 

The company is primarily en- 
gaged in the generation, distribu- 
tion and sale of electricity, its 
service territory including the 
Texas and Oklahoma Panhandle, 
the South Plains region of Texas 
and the Pecos Valley region in 
New Mexico. The population of the 
territory served is approximately 
618,000. For the 12 months ended 
Nov. 30, 1950, total operating rev- 
enues were $18,924,811 and net in- 
come $4,509,468. 

A regular quarterly dividend of 
28 cents per share on the common 
stock has been declared payable 
March 1, 1951 to stockholders of 
record Feb. 21, including holders 
of the common stock involved in 
this offering. 


With Noble, Tulk 


(Special to THe FrnanciaL CHRONICLE) 


LOS ANGELES, Calif—John J. 
Byrne, George B. Hull, Kenneth 
E. Mangum, John R. Marsh, G. 
Chester Noble, and Robert E. 
Tyler have been added to the 
staff of Noble, Tulk & Co., 618 
South Spring Street, members of 
the Los Angeles Stock Exchange. 
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The long neglected problem of 
immigration is now compelling 
greater attention not only on the 
part of the Dominion and Provin- 
cial governments but also of Cana- 
dian industry. Canadian economic 
expansion in the past decade has 
been of such dynamic nature that 
it has naturally imposed a severe 
manpower strain. Until recently 
the question has been dealt with 
in a half-hearted fashion by the 
Federal authorities. For many 
years only the Department of 
Colonization of the Canadian Pa- 
cific Railway Co., took any prac- 
tical steps to augment the flow of 
immigration. Since then the gov- 
ernment of Ontario has taken a 
strong initiative in bringing in 
British families by air. A total of 
about 30,000 was achieved in 1947 
and 1948 and during 1951 efforts 
will be made to secure an addi- 
tional 75,000. 


Now the Federal Government is 
at last conscious of the necessity 
of adopting a more virile attitude 
in the matter. From the beginning 
of this month prospective immi- 
grants will be advanced the great- 
er part of their transportation ex- 
penses to the Dominion. Under the 
present Ontario scheme Canadian 
firms have also arranged to lend 
transportation funds to would-be 
immigrants. In a further endeavor 
to fill the growing manpower 
needs A. V. Roe (Canada) Ltd., is 
advertising intensively in British 
newspapers for skilled aircraft 
workers. The Federal Government 
has also dropped its 1l-year ban 
on German nations with a view to 
tap the immense pool of some 
900,000 displaced persons in West- 
ern Germany. 

These efforts are being made 
in no way too soon as other coun- 
tries are now faced with a similar 
problem. Australia in particular 
has achieved considerable success 
in securing new citizens and since 
the war has added about 500,000 
immigrants to her population as 
against 360,000 for Canada. Can- 
ada however is in an unrivaled 
position to compete not only for 
sources of manpower in dissatis- 
fied Europe but also to attract 
seekers of new fortunes South of 
the Border. 


The Dominion is clearly at the 
threshold of a new era of dynamic 
expansion. Whereas only a few 
years ago the predictions of the 
late Stephen Leacock concerning 
Canadian economic and population 
potentials were considered as airy 
flights of imagination, they now 
strongly challenge contradiction. 
It is interesting to quote at this 
time the views expressed on this 
subject in 1943 by this eminent 
Canadian writer and economist: 

“One has no sooner made the 
statement that Canada can easily 
carry a population of a hundred 
milion than dissent, I say, arises 
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from all sides—from the Village 
Idiot, on the back bench, from the 
College Idiot on the front seat, 
from Labor on the floor and from 
Capital on the platform. 

“All these objections rest on 
misinterpretation, an historic er- 
ror and a failure to appreciate the 
great changes now bringing about 
a shift of the population of the 
globe towards the northern re- 
gions. 

“The whole scene is sheer illu- 
sion—Canada is as empty as ever 
—almost. Still abundant room, 
abundant opportunity — life and 
all that makes it sweet, waiting 
here for uncounted millions of 
people — serene sky and empty 
plain, and rivers murmuring in 
the forest—nature’s temple, where 
we crowd and wrangle round the 
entrances.” 


Today this vivid commentary on 
Canada’s tremendous opportunity 
for expansion rings more truly 
than ever. If a few years ago the 
question of Canadian ability to 
sustain a population of 100 mil- 
lions was viewed with the utmost 
skepticism, it is now considered to 
be only a matter of time. Already 
the Dominion has the available 
space—236,000 square miles great- 
er in area than the United States, 
unrivaled unutilized reserves of 
natural resources, ideal situation 
at the geographic hub of the 
Northern Hemisphere—but a pop- 
ulation of a mere 14 millions. 

During the week there was neg- 
ligible activity in the external sec- 
tion of the bond market but there 
was a continued although small 
scale demand for Dominion inter- 
nals. The Canadian dollar dis- 
played a stronger tone which is 
likely to persist; it would appear 
that the end year and end January 
testing periods have been success- 
ful negotiated but no major 
move can be expected until the 
Canadian summer export. and 
tourist season. Stocks, after a dis- 
play of strength which carried 


many issues of all-time highs, sub- 
sequently yielded a part of their 
previous gains. Western oils paced 
the advance with Pacific Petro- 
leum, Anglo-Canadian, Home Oil, 
and Federated Petroleums par- 
ticularly prominent. Base-metal 
and paper issues also met with 
strong demand and among these 
Consolidated Smelters, Mackeno, 
and Anglo-Newfoundland were 
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Don’t Act in 
Haste Because 
Of Draft Status 


By ROGER W. BABSON 


‘Mr. Babson, pointing out it may 
be many years before war comes, 
advises young men not to give up 
jobs or education before it is 
necessary. Urges systematic study 
not only for forging ahead but as 
avoidance of being used as can- 
non fodder abroad. 


During the last war many young 
men gave up their jobs, or closed 
out their businesses, before it was 
necessary. I said at the time they 

x were making 
a big mistake. 

Filling sta- 
tions, for 
which a good 
trade had 
been built up, 
were sold in 
the early 
1940’s for one- 
half their 
value or less. 
In fact, I then 
often said in 
this column 
that “closed 
filling stations 
are the best 
real e state 
investment which a person couid 
make.’ Weil, the fact is that these 
gas stations now are selling at 
three or four times what those 
panic-stricken GI men sold them 
for ten years ago. The same ap- 
plied to other businesses which 
could well have been carried on 
by some relative or friend. So 
don’t do something foolish now. 

But then there was a real war 
on;. but no World War III exists 
today. It may be many years be- 
fore such a war comes; and much 
could happen in the meantime. 
Congress has not even passed the 
Compulsory Military Training 
Bill. Because President Conant of 
Harvard has written a scary ar- 
ticle on Military Training for ull 
18-20 years old in a national mag- 





Roger W. Babson 


azine is no reason why a young 


man should suddenly change his 
life plans by giving up college or 
a good job. Besides, even if he 
is inducted for two years, these 
years will go very quickly. If you 
doubt this, just look back two 
years. 


Business Very Different Today 


Conditions are very different 
now than in 1940. There are now 
10,000,000 more people in the 
United States. This means not 
only 10,000,000 potential customers 
but your chance of being drafted 
is proportionately less. The na- 
tional income is now almost dou- 
ble what it was at the beginning 


of World War II. People now 
have better health, better educa- 
tion and better wages. Don’t look 
back to what happened before 
World War II. Forget those days 
and recognize you are living in 
an entirely different age. 
Although manufacturing is 
passing into bigger units, this is 
not true of merchandising and 
service businesses. There are 
more successful independent mecr- 
chants today than ever; while at- 
tempts to make chains of dry 
cleaning, beauty, and specialty 
shops have failed. Therefore, don’t 
get panicky and sell out your busi- 
ness just because of war threats, 
labor troubles or competition. Ke- 
member that:for every one who 
gets scared and sells out, there is 
so much more opportunity for 
those who stick. Only don’t bor- 





row money to do so. Keep out of 
debt. 


Final Advice 


Whatever you do er don’t do, 
take up some systematic study to 
enable you to do better work for 
yourself or your employer. Write 
tonight to your State University 
for a list of its Extension Courses. 
Some of these courses are truiy 
“gold mines.” Pick out one or 


- more and “dig in” at once. They 


will not only he!p you in forging 
ahead here at home but will go 
a long way to prevent you from 
being used as cannon fodder 
abroad. 


With Boenning & Co. 


MIAMI, Fla.—William J. Butier 
is associated with Boenning & Co. 
of Philadelphia. 


LaMaster,WymerV.-Ps. 
Of Moroney, Beissner 


HOUSTON, Tex. — Lewis M. 
LaMaster and Otto U. Wymer 
have been promoted to Vice- 
Presidents of Moroney, Beissner 
& Co., 812 Rusk Avenue, ac- 
cording to Robert E. Moroney, 
President. 

A native of Tecumseh, Ne- 
braska, Mr. LaMaster has en- 
gaged in the investment business 
in Houston for the last 13 years, 
except for four years of service 
with the F.B.I. during World War 
II. He has been associated with 
Moroney, Beissner & Co. for the 
last five years. He is a graduate 
of the University of Nebraska and 
specializes in stocks of South- 
western industries. 


Mr. Wymer has had 25 years of 
experience in the stock and bond 
business. Born in Mexico, Mis- 
souri, and a graduate of the 
University of Colorado, he has 
lived in Houston for 23 years and 
joined Moroney, Beissner & Co. 
four years ago. He served as an 
Army officer in both World Wars. 
He specializes in municipal and 
other. tax exempt bonds. 

Other officers of the firm, in 
addition to Mr. Moroney, are 
Henry M. Beissner, Claude T. 
Crockett and Francis I.: Abshire. 
The -firm has been. prominent in 
the investment banking business 
for more than 30 years, under- 
writing and distributing the bonds 
and stocks issued by hundreds of 
business enterprises and munici- 


palities in Texas and the South- 
west. 
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Joins Holton, Farra 
(Special to THE FINANCIAL CHRONICLE) : 
LEXINGTON, Ky.— Augustus 
V. McKenna has joined the staff 
of Holton, Farra Company, Bank 
of Commerce Building, members 
of the Midwest Stock Exchange. 


Joins Harris, Hall 


CHICAGO, Ill.--Philip Podulka 
has been added to the staff of 
Harris, Hall & Co., 111 West Mon- 
roe Street; members of the Mid- 
west Stock Exchange. 


With E. F. Hutton & Co. 


CHICAGO, Ill.—Joseph A. Wei- 
ger, Jr. has become connected 
with E. F. Hutton & Co., Board 
of Trade Building. He was fer- 
merly with Glore, Forgan & Co. 








Bell System Is Geared for 


National 


Mone than a billion dollars a year 
have been spent by Bell System Com- 
panies since the last war to expand and 
improve the nation’s telephone system 
— an important part of the security of 
the country. 


The number of telephones in service 
has doubled since 1940 and now stands 
at thirty-five million. In the same 
period, the percentage of dial oper- 
ated telephones increased from 63% 
to 76%. 


Trained, Experienced 


Operating Foree 


Bell Telephone employees are now 
600,000 strong. With the experience 
gained in hurricanes, sleet storms, fires 
and other disasters, they have the 
ability and spirit to handle future 
emergencies that may arise. 





In the last few years, great strides 
have been made in extending and im- 
proving Long Distance service. Thou- 
sands of new circuits have been added, 
but today’s high calling rates mean 
that many more must be built into the 
plant. Operator Toll Dialing and other 
new methods of making Long Distance 
calls have been developed, installed 
and expanded. 


There are nearly four million cir- 
cuit miles of coaxial cable in opera- 
tion. Fourteen radio relay networks, 


BELL TELEPHONE SYSTEM 


Emergency 


totaling about 8000 channel miles, are 
in service along heavily used Long 
Distance routes. A transcontinental 
radio relay route is scheduled for com- 
pletion this year. Both coaxial cable 
and radio relay are vital links in the 
nation’s communications network. 


Meeting the Nation’s 
Growing Needs 


All of this greater capacity, the new 
equipment and methods, and the many 
years of communications experience 
are now helping to meet the growing 
needs of the government for defense 
and military purposes. How big that 
job may become, no one can foretell. 
But great progress has already been 
made, and the Bell System will con- 
tinue to serve the nation with every 
resource at its command, 
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Economic Consequences 
Should Peace Come 


By PAUL EINZIG 


Dr. Einzig, though pointing out difficulties and dangers of re- 

converting our war economy to peacetime conditions, says they 

appear negligible compared to the disaster of another war. 

Holds, however, it is duty of government to be concerned in 

advance with measures which should be taken if return to 
peace economy comes. 


LONDON, Eng.—All the best brains on both sides of the At- 
lantic are fully occupied with the grave economic problems of 
rearmament. First things must necessarily come first, but even 
amidst their preoccupation with these problems the statesmen and 
experts in democratic countries must find time 
for considering a totally different set of eco- 
nomic problems that would arise if there 
should be a substantial relaxation of the inter- 
national political tension. It goes without say- 
ing that we all hope and pray for some such 
relaxation, provided that it is genuine. Wel- 
come as it would be, we must not ignore the 
fact that it would give rise to some very grave 
difficulties. Admittedly, at the present moment 
this warning may sound quite as unrealistic as 
a warning against icebergs in the Sahara. 
Nevertheless, it is of great importance that, if 
and when such a situation should arise, it 
should not find the governments unprepared. 

If it should be possible to conclude an 
understanding with Russia and China that 
would appear to bring genuine reassurance to 
the world, this would entail important material 
and psychological reactions in the economic sphere. The rearma- 
ment race would necessarily come to a halt, or at any rate it would 
slow down materially. Even if the governments were to distrust 
the lasting nature of the peace, the public would be only too will- 
ing to assume that “this is peace in our time,” just as it did after 
Munich. This means that, even if the Democratic Governments 
were desirous of using the breathing space for strengthening their 
defenses, they would encounter very strong resistance. The public 
would no longer be willing to make considerable sacrifices and to 
work harder for the sake of rearmament once the danger of war 
has ceased to appear to be imminent. There would be strong oppo- 
sition to continued high arms expenditure and to every kind of 
austerity measure. 

This would mean that the demand for materials for rearma- 
ment and stockpiling would decline suddenly. At the same time, 
the change would induce holders of stocks to realize on their mate- 
rials. The spectacular rise in commodity prices witnessed in recent 
months would give way to an even more spectacular slump of 
prices. And even though at present most people—including many 
producers of raw materials—wish for a reversal of the rising trend, 
if and when it does come it will cause widespread dislocations 
and chaos, and is bound to inflict grave losses on producers and 
holders of stocks of raw materials and, to a less extent, on holders 
of manufactures. Even though consumers stand to benefit by the 
fall in the cost of living, many of them would be victimized by the 
ensuing unemployment and wages reductions. There would be 
widespread insolvencies. Industries, having converted their equip- 
ment for arms production, will have to reconvert for the produc- 
tion of civilian goods, which means capital losses and delays in 
production. 


All these are inconveniences and disadvantages which, grave 
as they may be, appear negligible compared with the disaster of 
another war, or even with the losses arising from a prolonged 
large-scale rearmament race. Even so, it is the duty of the gov- 
ernments concerned to envisage in good time the development of 
such a situation and to decide in advance what measures to apply 
in order to reduce to a minimum the adverse economic conse- 
quences of a relaxation of the international tension. The situation 
might develop quite suddenly, and unless the governments devote 
some thought to the problems well in advance of their appearance, 
much irreparable damage might be inflicted on the economies of 
their countries during the weeks or months while the statesmen 
and experts are engaged in arguing out the measures to be 
adopted. 


Nor would it be sufficient if each government were to plan for 
peace in isolation. International cooperation between them is 
essential in order to prevent the slump from getting out of control. 
For there is a real danger that a non-stop slump might result in 
a high degree of social unrest which would provide Communism 
with opportunities to achieve bloodless conquests. Indeed, if the 
men of Moscow and Peking are sufficiently Machiavellian to real- 
ize that the disorganization of the Democratic world by engineer- 
ing such a slump might bring them bloodless victory, then they 
will go out of their way at the psychological moment to reverse 
their present aggressive policies and lull us into a feeling of 
security in order to bring about such a slump. 

This does not of course mean that any apparently genuine 
peace offer coming from those countries should not be grasped 
with both hands. For the sake of avoiding the horrors of another 
world war it would be worth our while to risk a slump and its 
consequences. At the same time it would be the height of folly 
not to do our utmost to reduce that risk by carefully prepared 
plans to meet the situation that would arise. 

By international action the commodities that would be thrown 
on the market at the first sign of a substantial relaxation of the ten- 
sion should be taken up from the very outset through stockpiling 
purchases. To facilitate these operations the International Mone- 
tary Fund should pass a resolution under which stocks of non- 
perishable maw materials should be included in the monetary re- 
serves ofiwnember countries. We have keen. that the accumulation 

vee “ SAITO ST I 
of gold HY Btitain in 1950 at the cost.of,a decline of her stocks of 
vital raw materials has brought no real: beriefit. This experience 
, Should teach the world a lessor that gold is not an end but merely 
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a means for acquiring essential goods, and that such goods should 
rank therefore at par with gold among the national reserves. 

It is true, such intervention by the governments would check 
the fall in the cost of living. It would also prevent a readjustment 
of the terms of trade which has moved very strongly against the 
industrial countries. There is much to be said, however, for pre- 
venting such a readjustment. In order to avoid over-industrial- 
ization, it is necessary to make it worth while for raw material 
producing countries to abstain from building up industries and to 
concentrate instead on the production of raw materials. Their 
standard of living could be raised and maintained at a high level 
much more effectively through permanently high raw material 


prices than through ambitious plans of large-scale capital invest- 


ment. 


These and similar proposals are highly controversial, and it is 
bound to take time to argue them out, and even more time to reach 
an understanding between the governments concerned. Now is 
the time to devote some attention to them, instead of deferring 


their consideration until the emergency has actually arisen. 





The Future of the Dollar 


By W. RANDOLPH BURGESS* 


Chairman of Executive Committee 
National City Bank of New York 


Asserting the dollar is the strongest currency in the world, and 
we need not worry about its relationship to other currencies, 
prominent New York banker expresses concern regarding dol- 
lar’s domestic purchasing power. Says we must cut down on 
butter to have more arms, and finance on a pay-as-you-go 
basis. Cites as means of combatting inflation: (1) less spend- 
ing by public and by government for non-defense purposes; 
(2) a policy of credit restraints; and (3) a affirmative pro- 
gram to encourage savings. Concludes situation can be met 
without serious inflation. 


Many people are worried about 
the dollar. Some of them for 
good reasons and some for bad 
reasons. We all know that the 
dollar is not 
what it used 
to be. Its gold 
value was 
slashed in 
1933 for the 







first time in 
the history of 
the country. 
The _— present 


generation has 
also seen the 
buying power 
of the dollar 
very badly 
shrunken. It 
will buy to- 
day only 40% 
as much of 
the necessaries of life as it would 
in 1913, before the First World 
War. But what really worries 
people is the shrinkage of the 
dollar since Korea and a vision 
of dreadful things which might 
happen in the months ahead. 


There is so much danger to 
worry about that we ought to 
clear our minds of some of the 
unnecessary worries. Number 
one among these unnecessary 
worries is the position of the dol- 
lar in relation to the other cur- 
rencies of the world. Some 
people have been worried because 
the United States has, since the 
devaluation of sterling in Sep- 
tember, 1949, lost about $2 billicn 
from its gold stock. England and 
some of the other European coun- 
tries have been gaining gold and 


W.R. Burgess 


dollars. So also have Australia, 
and Canada, and Mexico, and 
Uruguay. Is this something we 


should worry about? And does 
it mean that the dollar will have 
to be revalued or will lose its 
position in relation to the cur- 
rencies of some of our neighbors? 

The answer to this question is 
perfectly clear. The dollar is the 
strongest currency in the world, 
and we do not need to worry 
about its relationship to other 
currencies. On the contrary, we 
should be gratified that part of 
this country’s huge store of gold 
has been flowing out to other 
countries which need it badly. It 





*Extract from an address by Mr. Bur- 
gess before the Fourth Annual Fore- 
casting Conference of the Philadelphia 
Chamber of Commerce, Philadelphia, Pa. 
Jan. 18, 1951. 


is not a sign of instability in the 
world; it is a sign of returning 
equilibrium. There is nothing 
more important for world trade 
and for world economic well- 
being than the strength of the 


_ British pound. More of the 
_. world’s trade is done in pounds 
. than in any other currency. We 


should all rejoice in the statement 
just made by the British Chan- 
cellor of the Exchequer that Brit- 
ish gold and dollar reserves have 
been restored to $2,300,000,000. 
This means that England is less 
dependent on the United States 
for aid. It reflects a remarkable 
economic recovery. It is good for 
England; it is good for all the 
nations that trade with her; and 
it is good for this country. 

The outflow of gold from the 
United States is a healthy sign 
and not a sign of disease. It is 
simply restoring to some of the 
other countries of the world a 
small part of the reserves which 
they have lost and which they 
need. 


Decline in Domestic Purchasing 
Powers 


The honest and legitimate 
worry about the dollar is what is 
happening to it right at home in 
terms of its purchasing power. 
Prices and the cost of living are 
rising and thus reducing the value 
of the dollar. The reasons for this 
are well understood. They have 
been discussed by the President 
in his economic message. The 
causes are the same as gave us 
the inflations of the Revolution, 
the Civil War and World Wars I 
and II. At such times govern- 
ment spending creates purchasing 
power larger than the amount of 
goods available for the people to 
buy with their money. Thus far, 
the inflation has reflected not so 
much government spending itself 
as people’s anticipation of that 
spending. 

The program that needs to be 
followed is simple and can be 
written down in a few words. 
What the country must do in this 
situation is, first, to produce 
more. If we can produce guns 
in adequate quantity and have our 
butter at the same time, it is all 
to the good, and if we work 
harder and more efficiently we 
can go a long way in that direc- 
tion. 

But no matter how hard we 
work nor how many hours, it is 
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very doubtful whether we can 
build up our armament fast 
enough without cutting down our 
butter. Therefore, the other 
thing we must do is to spend less 
on other things than armament. 
We must spend less on automo- 
biles and houses and some of the 
other things that use up labor and 
materials. One way to reduce our 
spending is to pay bigger taxes, 
and it is very encouraging that so 
many people have accepted the 
principle of “pay-as-you-go” for 
financing the war. 
have two sizable tax bills, and it 
is clear that if we are to maintain 
this principle there must be an- 
other tax bill and a bigger one. 
It should be the right kind of tax 
bill; it should tax spending and 
not tax production or savings. 
That is a strong argument for a 
sales tax of some kind. 


A second way of reducing 
spending is for the government 
itself to stop extravagant spend- 
ing for nondefense purposes. 
Government ought to set the ex- 
ample. 


The third way of reducing the 
amount of spending that causes 
inflation is a wise credit policy 
which restrains the amount of 
credit available for unnecessary 
activities, that can be cut back 
without hurting the defense ef- 
fort. The Federal Reserve Board 
has acted wisely in its regulation 
of consumer credit and credit for 
building. All good citizens should 
support and obey the rules of the 
board in these fields in spirit as 
well as in letter, for they are 
necessary in the public interest. 
The Reserve System has acted to 
make credit a little dearer and a 
little less readily available, the 
classic method of resisting infla- 
tion. 


A fourth way to resist spending 
is an affirmative program to en- 
courage savings. We should all 
support vigorously the sale of 
Treasury Savings Bonds through 
payroll savings and other plans. 

Nobody likes regulations and 
restraints, but their necessity has 
become clear. We have some al- 
ready, but there will be more in 
prices and wages and in certain 
critical materials. 

But after the government has 
taken all its official steps, and 
after we have pushed production 
as far as we can, there will be 
much that only the individual 
citizen can do. In a democracy 
you can never do the whole job 
by laws and rules. The final re- 
sult will depend on what each of 
us does in trying to behave in a 
decent and rational manner and 
saving his money instead of 
spending it, and not using the 
situation for his own selfish pur- 
poses. 

On some things we shall have 
to wait for Washington to tell us 
what the military program is, 
what tax and credit policies they 
intend to pursue, and what they 
are going to do about price and 
wage control. But this is a 
democracy. We do not need to 
wait for Washington before some- 
thing can be done. I suggest that 
as individuals, as businesses, and 
as organizations, we ought to be 
reviewing our own plans and pro- 
grams to see how we ourselves 
can avoid contributing to infla- 
tion and how we can act together 
to stop its inroads. 

The future value of the dollar 
is just what we make it. Never 
in the history of the world has 
there been a country with such 
tremendous resources — physical, 
mental and moral — with such 
widespread education, with such 
capacity for acting together, both 
through their government and in 
voluntary ways. We have the 
capacity for meeting this situ 
tion.withont serious inflation! an 
so preserving for our children the 
value of the American dollar: 


Already we 
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J. Arthur Warner Adds 


(Special to Tae Frn«ncrat CHRONICLE) 

BOSTON, Mass.— Vincent D. 
Pagano is now connected with J. 
Arthur Warner & Co., Inc., 89 
Devonshire Street. 


With Baker, Simonds 


(Special to THe FINANCIAL CHRONICLE) 
DETROIT, Mich.— Barbara J. 
Simonds is now associated with 
Baker, Simonds & Co., Buhl Build- 
ing, members of the Detroit Stock 
Exchange. 


With Merrill Lynch Co. 


(Special to THe FINANCIAL CHRONICLE) 

DETROIT, Mich.—Guy L., Ire- 
land, Jr. is with Merrill Lynch, 
Pierce, Fenner & Beane, 205 West 
Congress Street. 


J. W. Goldsbury Adds. 


(Special to THe FrnaNcIAL CHRONICLE) 
MINNEAPOLIS, Minn.—Roland 
A. Connoy has been added to ihe 
staff of J. W. Goldsbury Co., 807 
Marquette Avenue. 


Joins Dayton & Gernon 
(Special to THe FInaNciAL CHRONICLE) 
ST. PAUL, Minn.—Paul E. Vil- 
Jaume has joined the staff of 
no ar & Gernon, Pioneer Build- 
ng. 


Thatcher With Prescott 


(Special to THe FrnaNciAL CHRONICLE) 

CLEVELAND, Ohio—Edward U. 
Thatcher is now associated with 
Prescott & Co., National City Bank 
Building, members of the New 
York and Midwest Stock Ex- 
changes. He was formerly with 
Otis & Co. and in the past was 
with Merrill Lynch, Pierce, Fén- 
ner & Beane. 


In New Connection 
(Special to THe FinaNnciaAL CHRONICLE) 
BEVERLY HILLS, Calif.—Os- 
car Gabrilovich is now with Bisno 
& Bisno. He was formerly with 
Cantor, Fitzgerald & Co. 


With Bache Co. Staff 


(Special to THe FInanciaL CHRONICLE) 
MIAMI BEACH, Fla.—Lee B. 
Peterson, Jr. has become affili- 
ated with Bache & Co., 235 Lin- 
coln Road. He was formerly with 
Gordon Graves & Co. 


Shields Co. Adds 


(Special to Tue FinanciaL CHRONICLE) 
CHICAGO, Ill. — Charles M. 
Thompson is with Shields & Co., 
209 South La Salle Street. 
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Our Reporter on Governments | 
By JOHN T. CHIPPENDALE, JR. 


The government market backs and fills depending upon who 
has the floor in the interest rate debate which still goes on despite 
the reports that the President of the United States has thrown his 
weight on the side of the Secretary of the Treasury. The “freeze” 
of the long-term rate at 242% is not an immediately pressing prob- 
lem, because there will be no borrowing by the Treasury for some 
months to come. Before the end of the current fiscal year there 
should be answers to many of the questions that are being posed 
over the 242% rate issue. By that time there should be shaping 
up of the tax bill, which will hold the solution as to whether there 
will be deficit financing or not by the Treasury. 


The last increase in reserve requirements passed without im- 
portant effects upon the government market, except for not too 
sizable liquidation of shorts and some of the near-term bonds. 
Uncertainty continues te be a market factor and this along with 
some insurance company and savings bank liquidation of taps, has 
kept the ineligible market under wraps. Scattered out-of-town 
bank buying has had a stabilizing influence upon the intermediate 
and longer eligibles. 


Differences on 242% Rate 


The interest rate squabble was important enough to have the 
President of the United States enter into the controversy and 
reports indicate he is backing Secretary of the Treasury Snyder 
in the freeze of long-term rates at 24%. It is not clear whether 
the Federal Reserve Board is pledged to maintain the government 
securities market at existing levels “both as to refunding and new 
issue as long as the emergency lasts.’”’ The President seems to hold 
one view on this matter and the Board a different one. Disagree- 
ment among the various monetary authorities continues and it 
seems as though this is something that time alone will solve. The 
level of interest rates can be maintained at whatever pattern is 
desired, from the political standpoint, but this does not take into 
consideration the economic consequences, which have to be com- 
pensated for sooner or later. It seems as though the real answer 
to the interest rate problem will not come until later in the year, 
when more will be known about what has been done or not done 
by the Congress to protect the economy of the nation against the 
ravages of inflation. 


There appears to be very little doubt that the long-term 242% 
rate can be maintained by the monetary authorities, if they choose 
to do so, and it now seems that some of the head men want it this 
way. It isn’t the holding of the rate that is so important in itself; 
it is the way in which it is done, which appears to be most impor- 
tant. If there is enough backbone among the lawmakers to bring 
out a tax bill that will result in a balanced budget at least from 
the cash basis, the economy will.not suffer the damages of infla- 
tion and a 24%.% long-term interest rate should be no problem at 
all. So long as the Treasury does not have to finance large 
deficits, there cannot be any ill effects upon the economy of the 
country. With the Treasury on a pay-as-you-go basis and not 
borrowing because of the “garrison economy,” and with the vari- 
ous controls and regulations working as they should be later in 
the year, «a 24% long-term interest rate could be something that 
many large institutional investors would welcome with open arms. 


Balanced Budget Key to Problem 


Although there is no immediate answer as to whether the 
budget will be balanced or not, it should not be long before a solu- 
tion will be shaping up, because the Congress has the recommen- 
dations of the President on taxes before it. If revenues are kept 
high through increased taxes and expenditures under control, 
there should be no important monetary problems for the Treasury 
during the emergency. A balanced budget would restore confi- 
dence in the dollar, which in turn would most likely break the 
inflation psychology. This could bring about a complete change 
in the course of events in the money markets as well as the 
government market. 


The 2%% long-term rate could be maintained by the mone- 
tary authorities, even if the budget were not balanced and the 
Treasury has to finance sizable deficits. This would be the politi- 


cal maintenance of the 24%% freeze. However, the economic 
phase would still have to be satisfied eventually and this would 
have to be at the expense of the purchasing power of the dollar. 
Growing deficits could be financed at the low long-term rate, with 
more rigid controls and regulations, but there would be less con- 
fidence in the value of the dollar. It is quite evident that the 
people of the United States know that continued deficit financing 
means inflation and inflation eventually destroys the purchasing 
power of the monetary unit. A choice has to be made and it seems 
as though there can be only one way in which this will be done. 


Market Stability Assured 
Despite the top level meetings and the confused reports over 
what was or was not decided upon at these conferences, no impor- 
tant changes in policy are looked for in the immediate future, as 
far as the money markets are concerned. The short end of the 
list, it is believed, will continue to be under the influence of the 
Central Banks, and this should mean enough uncertainty and fluc- 
tuations to make the creation of excess reserves no easier than 
in the past. As for the rest of the list there will no doubt be selec- 
tive protection from time to time as there has been in the past by 
the Federal Reserve Banks. All of which would fall well within 
the “stability in government securities” which has been given 
more than a passing amount of publicity recently. There is, how- 
ever the possibility that the Treasury might be a more potent 
factor in the market in the future, if there be need for it, by using 

trust funds to purchase marketable obligations. 
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Banks, Inflation and Defense 


By OLIVER S. POWELL* 
Member, Board of Governors, Federal Reserve System 


Holding chief problem today is to convert nation to full prep- 
aration for defense without wrecking our economy through 
inflation, Federal Reserve Governor contends next to taxation, 
larger public savings is best possible weapen against infla- 
tion. Also adds as remedy, restraint of bank credit, pointing 
out bank loans create “active dollars.” Urges bankers screen 
their loans carefully and exercise restraint in granting credits, 
together with enforcement of an alert collection policy. 


This country is just beginning 
to learn an ugly lesson—how to 
live as a garrison state. Through- 
out most of our existence as a 
nation, we 
have been 
abdeto put 
aside most 
of the trap- 
pings of war 
except when 
armed con- 
flict was 
forced upon 
us, and at 
such times 
we had pow- 
erful allies 
to carry the 
burden of war 
until our ar- 
mies were 
recruited and equipped. In peace- 
time we had the comfortable 
knowledge that we were pro- 
tected by two great oceans, the 
British navy and powerful land 
forces in Europe, which were 
either mobilized or in a state of 
partial mobilization. Now we 
find ourselves forced to engage 
in military preparations similar 
to those with which the countries 
of Western Europe have lived for 
generations, but of course on a 
much vaster scale due to our size 
and the problems of modern war- 
fare... How to convert to a state 
of satisfactory preparation for de- 
fense without wrecking our econ- 
omy through the inflation process 
is the nut which we are trying to 
crack. 

With this background, let me 
sketch briefly what has been 
happening in the economic situa- 
tion of our country, with just 
enough figures to serve as a back- 
ground for discussion. Industrial 
employment is at a record level 
of more than 45,000,000 employ- 
ees, and unemployment is at a 
very low level. Industrial pro- 
duction has been bumping along 
at an apparent ceiling level of 
215-217% of the prewar base pe- 
riod. Apparently it is going to be 
difficult to increase production 
beyond this level, except very 
slowly as plants expand, labor- 
saving processes are developed, 
workers put in longer hours and 
more people are brought into the 
employee group. In spite of this 
record production, consumer prices 
have risen 7% to 8% since last 
March. Paralleling this increase, 
weekly earnings of employees in 
manufacturing have risen about 
the same since June. 





Oliver S. Powell 


Inflation Pressures Accumulating 


Inflation is nothing but an un- 
desirable and excessive increase 
in the overall price level. Infla- 
tionary pressures have been ac- 
cumulating for a number of 
months. The correctives for in- 
flation lie in many fields. The 
most important corrective is more 
taxation. This will have the twin 
results of taking money from all 
of us on an equitable basis to be 
spent in the common effort and 
of eliminating the possibility of 
our spending the same money for 
peacetime goods which would 
certainly bid up their prices at a 
time of growing scarcity of these 
goods. The second corrective for 
inflation is to encourage people to 
postpone spending through the 

*An address by Mr. Powell before the 
Mid-Winter Meeting of the New York 


State. Bankers Association, New York 
City, January 22, 1951. 





purchase of government bonds 
and the other forms of savings, I 
should like to elaborate on this 
matter of the sale of savings 
bonds. There is in many quarters 
a defeatist attitude, the gist of 
which is that people should not 
put their money into fixed income 
and fixed maturity value securi- 
ties because prices are rising and 
part of the future buying power 
of the funds will thus be lost. Of 
course, the same argument would 
apply to putting money into sav- 
ings accounts, insurance and pen- 
sion funds, We, as_ bankers, 
should take exactly the opposite 
stand. Next to taxation, the ac- 
cumulation of savings which will 
postpone the use of funds for 
consumer buying is the strongest 
possible weapon to use against 
inflation. We, as bankers, should 
assume that aggressive point of 
view toward the sale of savings 
bonds and accept the duty of ex- 
plaining the necessity for the sale 
in our community. A third and ; 
very important restraint against 
inflation is to reduce the extent 
to which consumers’ borrow 
against future income to spend 
today and businesses borrow to 
build excessive inventories. 

There are many other fields in 
which correctives for inflation lie. 
Just to name a few, they include 
restraints in requesting or offer- 
ing higher wages, acceptance of 
moderate profit margins by 
industry, avoidance of commodity 
hoarding or _ speculation, post- 
ponement of nonessential con- 
struction and other spending, and 
economy in nondefense spending 
both by national and local gov- 
ernments. Then, as a second line 
of defense, there are the govern- 
ment controls, such as allocation 
of materials, rationing, priorities, 
and wage and price fixing. 


Credit Restraints 


However, this talk is to bankers 
about banking and I must trust 
this audience to recognize that I 
have not lost sight of the impor- 
tance of the whole list of re- 
straints which I have _ just 
mentioned when I proceed. to 
elaborate on banking problems 
and the restraints, voluntary and 
otherwise, which have been used 
or might be used in the inflation 
battle. 

In a large measure your success 
in explaining the _ inflationary 
problem to your borrowing cus- 
tomers and your judgment as to 
whether loans should or should 
not be made and in what amounts 
will have an influence which it is 
hard to overemphasize on the 
final relationship between bank 
credit and the price level. This is 
as it should be, for I do not be- 
lieve that any government body 
in Washington can lay down rules 
to fit every relationship between 
banker and borrower or to tell 
banks exactly what loans should 
or should not be made. 


There is one basic difference 
between commercial banks and 
the central bank in the approach 
to loans. You necessarily look at 
each loan application first in the 
light of the situation ‘of the indi- 
vidual borrower,,».whereas the 
Board of Governors of the Fed- 
eral Reserve System must look at 
bank credit from the overall na- 
tional standpoint; namely, that 
dollars of bank credit are dollars 


Continued on page 28 
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Practical Aspects of 
Industrial Mobilization 


By RICHARD A. LESTER* 


Chairman, Department of Economics and Social Institutions, 
Princeton University 


Princeton economist, after considering stopgaps to inflation, 
asserts only by keeping money spending power in line with 
available civilian goods, through taxation, can we avoid price 
inflation, black markets, bottlenecks, imbalanced inventories, 


and inequitable distribution of sacrifices. 


Says wage-price 


spiral cannot be stopped as long as farm parity is assured 
and civilian production does not materially expand. Looks for 
heavy construction work in 1951. 


In the present stage of our re- 
mobilization nothing is more 
practical than an analysis of our 
eroblem, an understanding of 
what should ’ 
be done, and 3 
an informed 
forecast of the 
course that 
we will pur- 
sue in pre- 
paring our 
economy for 
the possibility 
of a large- 
seale war. 

President 
Truman has 
transmitted to 
Congress his 
messages on 
the State of 
the Nation 
and the National Budget for fis- 
cal year 1951-52 and also his 
“economic Report. The new Con- 
gress is at work on legislative 
proposals to bring the country at 
east two-fifths of the way toward 
full mobilization by the end of 
this year and to prepare facilities 
and stockpiles for the eventuality 

f all-out war. 

How will this marked shift in 
tne use and availability of our 
economic resources, affect the 
slanning of business executives, 
consulting engineers, government 
‘ficials, and other key groups in 
our economy? What will happen 
.@ prices, wages, interest rates, 
srofits, building construction, 
government projects, and other 
aspects of the American economy? 
What lessons can be drawn from 
our mobilization in the early 
1940’s and what allowances should 
ize made for the different circum- 
stances under which industrial 
mobilization is occurring this 
time? I repeat, nothing is more 
practical at this juncture than to 
take sights and soundings, to ap- 
ereciate the nature of our prob- 
tem, to understand the changing 
situation, and to appraise cor- 
veetly the industrial prospects. 

First I shall outline the prob- 
jem. For some of my data I shall 
draw upon the excellent Annual 
Economic Review of the Council 
of Economic Advisers. The Coun- 
als recent statements with re- 
spect to the problem of excess of 
spending power and sharing of 
the burden of the defense pro- 
@ram have been both forthright 
and sound. 

I 


The government’s expenditures 
for military purposes will in- 
wease about 150% during this 
year—from an annual rate of $20 
»pillion now to an annual rate of 


perhaps $50 billion by next De- 
ember. An increased military 
expenditure of $30 billion is 
squivalent to 10% of our present 
tross national product or 15% of 
mr total output for civilian con- 
umption. With our economy al- 
ready operating near full capacity 
so that critical manpower short- 
ages will severely limit expansion 
of total output, a $30 billion in- 
crease in military expenditures in 

*An address by Prof. Lester before the 
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one year is bound to mean some 
reduction in the amount of goods 
being produced for sale to civil- 
ians. That is especially true be- 
cause capital goods investment 
will not decline in 1951 with the 
planned expansions in plant ca- 
pacity, transportation equipment, 
and construction of defense hous- 
ing, bomb shelters, etc. 

This year’s armament spurt of 
$30 billion will mean that people 
are paid that much but civilian 
goods are not increased thereby. 
Thus a problem of excess spend- 
ing power—an “inflationary gap” 
—is created that can only be elim- 
inated by taxing the excess away 
or by increased savings. Sav- 
ings are likely to decrease rather 
than increase with the prospect 
of price rises and the hesitancy of 
individuals to purchase govern- 
ment bonds as unattractive as 
those the Treasury is offering. 
Increased total output will not 
solve the problem of excess 
money income because it involves 
larger payrolls, especially with 
overtime pay. 

Only by keeping money spend- 
ing power in line with available 
civilian supply through taxation 
can we avoid price inflation, black 
markets, bottlenecks, imbalanced 
inventories, and inequitable dis- 
tribution of the sacrifices, which 
consist of fewer civilian goods 
available for the larger working 
population employed longer hours. 
Especially the economically and 
politically powerful groups — the 
farm bloc, organized labor, and 
business management — are seek- 
ing to maintain their standard of 
living or real income by trying 
to ride on an escalator. What 
escalator arrangements do is to 
put the burden of the sacrifice 
upon those who are not privileged 
to ride a price escalator either by 
Congressional enactment or col- 
lective bargaining agreement. 


The farmer’s escalator is the 
government price support of farm 
products based on a calculated 
parity figure, which rises with 
every increase in the cost of 
things that the farmer buys or 
has to pay, including property 
taxes and interest on mortgages. 
Parity assures him of no decline 
in real income and the Defense 
Production Act forbids any price 
ceiling in agricultural products 
below the pre-Korean price or the 
moving parity price, whichever is 
higher. Although farm prices rose 
20% during the last year, the only 
ones now above parity and pre- 
Korean levels (and therefore eli- 
gible for price control) are cattle, 


lambs, veal calves, cotton, and 
wool. 
Labor’s escalator consists of 


agreement clauses that raise 
money wages in proportion to in- 
creases in the cost of living, in- 
cluding sales and excise taxes. As 
farm products bulk large in living 
costs, the farm escalator moves 
the wage escalator. 

Business management’s escala- 
tor is involved in the markup of 
product prices above costs so as 
to assure that the peak corporate 
profits after taxes made in 1950, 
namely $22 billion, will continue 
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while the real value of plant and 
equipment is maintained and even 
increased. The wage escalator 
moves the manufactured - goods 
price escalator and the vicious 
circle is complete, for the farm 
escalator moves with the prices 
of manufactured goods and farm 
wages. 

This price-wage spiral cannot 
be stopped as long as farm parity 
is assured and civilian production 
does not expand, for wage-earners 
are not going to permit unions to 
follow a sacrificial real-income 
policy when other groups are not 
doing so. On the contrary, one of 
the principal objectives of unions 
is to increase real wages, even at 
the expense of other groups. 
Lower real wages for longer 
working hours will mean labor 
unrest and strikes unless workers 
are convinced that their sacrifices 
are no greater than those of the 
non-labor elements. That means 
that an over-all economic program 
of equitable price-wage control, of 
increased taxation, and of credit 
restriction is imperative. 

Even if pay-as-you-go taxation 
prevented any inflationary gap 
caused by increased military 
spending that does not increase 
marketable goods and even if 
escalator arrangements were nul- 
lified, the situation would still be 
inflationary to a disturbing de- 
gree. Holdings of liquid assets 
are huge and the public is infla- 
tion conscious as a result of the 
price-level rise from 1945 to 1948. 
Consumers already hold more 
than $150 billion in cash, bank 
deposits, and government bonds 
which can be readily converted 
to cash and spent. Corporations 
have almost as large a volume of 
liquid assets as they had accumu- 
lated by the end of the war in 
1945. Savings incentives have 
been weakened by recent infla- 
tionary experience so that last 
July and early this month there 
were mild flights from money into 
goods as protective and scare buy- 
ing drove up commodity, security, 
and real estate prices. 

As. military expenditures in- 
cluding stockpiling make greater 
demands on certain materials than 
would the same dollar sum of ci- 
vilian expenditures, shortages are 
occurring in certain commodities 
and facilities. By the end of the 
year the then $50 billion rate of 
military expenditure will be ab- 
sorbing over one-tenth of our steel 


‘capacity and a third or more of 


our annual supply of copper, 


aluminum, nickel, rubber, and 
wool. Priorities under defense 
orders do not provide proper dis- 
tribution of scarce materials for 
non-military purposes—the scram- 
ble for them bids up prices and 
also fails to prevent inventory 
hoarding. 


So much for the problem, which 
is one of improper allocation of 
resources and sacrifices and the 
threat and fear of price inflation. 
What should be done about it? 


Il 

I shall divide my discussion of 
solutions into two categories: (1) 
basic solutions and (2) temporary 
or transitional actions needed to 
meet current difficulties but 
which will be less needed as the 
basic solutions succeed and public 
fear of inflation subsides. 

1. Fundamental is a tax program 
that will finance the military ex- 
penditures on a pay - as - you - go 
basis, thus avoiding an inflation- 
ary gap and restricting further ac- 
cumulation of liquid assets in the 
hands of the public. That means 
higher personal income taxes, 
especially in the brackets below 
$15,000 a year, even higher cor- 
porate income taxes, larger excise 
taxes, and the plugging up of tax 
loopholes. 

2. In addition to restriction of 


instalment, security, and_ real 
estate credit, the Federal Reserve 
authorities should so control bank 
credit as to prevent any expan- 
sion in the money supply unless 
justified by a corresponding in- 
crease in goods for sale in the 
market. Such control would ne- 
cessitate some increase in the rate 
of interest, which is also desirable 
in order to induce people to hold 
government securities in an infla- 
tionary period. 


3. For basic materials subject to 
serious shortages, such as the 
metals and rubber, the controlled 
materials plan of World War II 
should replace the priority sys- 
tem, with government-fixed prices 
for the materials under such con- 
trol. Some _ subsidies -may be 
necessary for such materials. 


Because the military spurt in- 
volves a sudden shift of resources 
and price- wage inflation has 
gained great momentum during 
the past six months, the basic pro- 
gram must be supplemented by a 
program of direct controls during 
a transition period. Such a tem- 
porary control program should in- 
volve: (1) Withdrawing escalator 
protection for the time being, and 
(2) Imposing selective price con- 
trols and some sort of ceilings on 
wage increases. Crucial for the 
temporary program is the avoid- 
ance of a significant increase in 
the cost of living. ' 


However, we should make every 
effort to avoid saddling the econ- 
omy with a harness of detailed 
controls over the millions of prices 
and wages. That would threaten 
the country with a huge bureauc- 
racy of meddlesome controllers 
and would, if maintained over a 
considerable period of time, im- 
pair the effective functioning of 
the economy. 


If the basic program has func- 
tioned as it should to keep civil- 
ian income and liquid assets un- 
der control so as to avoid sup- 
pressed inflation, it should be pos- 
sible to reduce and eliminate the 
temporary controls over prices 
and wages when the speed of 
military expansion slows down 
and the fear of price inflation has 
subsided. 

Ill 


Now some remarks on what 
probably will occur. I have no 
Washington pipeline and no occult 
powers of divination. My predic- 
tions are mere speculation and I 
hope very much that they are 
wrong. 


First I forecast that we will 
have both price inflation and 
widespread direct controls over 
prices and wages, crudely con- 
ceived and hastily imposed — a 
situation sometimes referred to as 
a “soft freeze” or “slush.” That 
mixed condition will be the re- 
sult, I predict, of a failure to tax 
enough to avoid some budget def- 
icit, of a lack of the political forti- 
tude to withdraw escalator protec- 
tion from the farmers and organ- 
ized labor, and of insistence upon 
a cheap money policy by the 
Treasury so as to prevent ade- 
quate control of bank credit by 
the Federal Reserve authorities. 
As during the past six months, 


much of the burden of sacrifice 
will undoubtedly continue to fall 
on white-collar, thrifty, middle- 
class elements in the population 
who are not protected from price 
inflation. 

We should not be surprised to 
find as a political compromise to 
appease the farm bloc the adop- 
tion of subsidies to food proces- 
sors as in World War II, designed 
to permit higher farm prices and 
yet keep food prices down for the 
consumer—and that despite the 
fact that during the last fiscal 
year the Federal Government 
paid out almost $2 billion for the 
support of farm prices and bene- 
fit checks to increase farmers’ in- 





. . Thursday, February 8, 1951 


come. Ever since 1933 American 
agriculture has been practically 
on a government dole. 


The area in which one can ex- 
pect the most success is materials 
control and military production. 
Industry is accepting military 
contracts much more readily than 
during the year before Pearl Har- 
bor and is better prepared for the 
job. I have no doubt that a con- 
trolled materials plan of World 
War II type will replace prior- 
ities for a number of commod- 
ities by next fall. That will mean 
better balance of inventories and 
more proper use of scarce mate- 
rials. 

IV 


What is the implication of all 
this for engineering projects? 

Don’t be deceived by small 
amounts of priorities and conver- 
sion unemployment during the 
next few months. Our economy 


-promises in the last half of this 


year to be so extended that a seri- 
ous problem will arise as a result 
of shortages of materials and 
manpower that prevent the com- 
pletion of projects. We shall be 
plagued by too many partially 
finished jobs. 

Last year construction costs, 
both materials and wages, rose 
about 19% after the Korean war 
broke out. In 1951 it seems likely 
that the cost of living and wage 
rates including benefits will rise 
by about the same figure, namely 
10%, despite all the feverish ac- 
tivity and ulcers in Washington. 


Materials and manpower short- 
ages will mean that engineers 
have an extremely important 
function to perform in the way of 
conservation. The frills and vari- 
ation for sales appeal will need 
to be replaced by greater stand- 
ardization, simplified design, and 
more stress on service and fuel 
consumption. In the case of man- 
power, conservation involves job 
simplification, reduction in skill 
requirements, better utilization of 
workers, and improved methods 
that save labor. Unfortunately, 
construction projects cannot util- 
ize very many female or handi- 
capped workers. 


Construction in 1951 may even 
exceed the $28 billion figure for 
last year, although thereafter it 
probably will decline somewhat. 
Although residential construction 
will drop this year, according to 
a special survev of business plans 
by the Securities and Exchange 
Commission and the Commerce 
Department, business is planning 
to spend $3 billion more in 1951 
than it did in 1950 for new plant 
and equipment. That, along with 
military construction, defense 
housing, bomb shelters, and other 
public construction should offset 
the reduction in expenditures for 
private residential construction 
and amusement structures. _ 


Apparently you will have a 
very busy, if rather frustrating, 
year. You will have to worry 
about higher costs, scarce mate- 
rials, and manpower shortages. 
Yours will be the job of helping 
to design the more austere life 
that confronts us. And in the 
midst of all your toil and troubles 
I hope that you will have some 
time and energy left to lend 
support to the basic pregram of 
fiscal-monetary restwaint that I 
have outlined and thus help to 
minimize price and wage con- 
trols. Ours is an enterprise econ- 
omy and we must keep it that 
way. 

Having attempted some horse- 
back predictions, having exposed 
my ignorance of your affairs, and 
having finally begun to preach, it 
is time for me to stop. In keep- 
ing with the spirit of the days to 
come, I shall end with a “direc- 
tive.” Don’t let the “slush” get 
you down, 
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- Status of Our Defense 
Program in Europe 


By HON. L. H. GAVIN* 


U. S. Congressman from Pennsylvania 
Member, House Committee on Armed Services 


Continuing his report on his tour of investigation in Europe, 
Congressman Gavin finds Austrian economic situation unsatis- 
factory, though political situation remains stable. Says Britain 
is interested in rearmament provided it does not interfere with 
export trade and that substantial share of her rearmament cost 
is borne by U. S. Sees no need for further large ECA aid to 
France, and holds that nation should contribute more to its 
own defense. Reports little economic or political progress in 
Italy and suggests unused labor force and industrial capacity 
there be utilized for production of weapons and supplies. Con- 
cludes Western European defense must be accomplished by 
nations concerned. 


[| EDITOR’S NOTE: This is bal- 
ance of Congressman Gavin's 
report of defense and economic 
conditions in Western Europe. 
The first part appeared in the 
Py cael of Feb. 1, on page 


ill 
AUSTRIA 


In Austria, which I visited dur- 
ing the period Nov. 29-Dec. 2, 
1950, the situation is generally 
similar to that prevailing in Ger- 
many. The 
country itself 
is divided into 
four occupa- 
tion zones—of 
which the 
largest and 
most produc- 
tive is the 
Russian — and 
Vienna, in 
which all four 
powers are 
represented, 
constitutes an 
island in the 
Russian Zone. 
There is, how- 
ever, a unified Austrian gov- 
ernment which exercises some 
powers and authority in all zones. 
While in Vienna, I had the pleas- 
ure of conferring with Federal 
Chancellor Leopold Figl, leader of 
the Austrian Government. Chan- 
ceHlor Fig] expressed the hope that 
Austria could continue its recov- 
ery, and his interest in a United 
States of Europe, or other federa- 
tion in which Austria could partic- 
ipate. Relations between the U. S. 
Ambassador, Mr. Donnally, and 
Chancellor Figl appear to be ex- 
cellent, and I believe that our rep- 
resentatives in Austria, both dip- 
lomatic and military, are making 
the best of the situation in which 
they find themselves. A summary 
- of current conditions, so far as I 

have observed, follows: 


(a) Economic—While much of 
the war damage has been repaired, 
Austria is not yet solvent. Her 
trade with Central Europe, par- 
ticularly via the Danube River, Is 
cut off by Russian obstruction; 
and much of the country’s re- 
sources are exploited by the Rus- 
sian occupation forces for their 
own benefit. The Russians have 
claimed, as reparations, all “ex- 
ternal assets” in Austria, meaning 
those owned or operated by Ger- 
mans at any time between 1938 
and 1945. These plants and indus- 
tries are operated by the Russians 
on an extra-territorial basis, pay 
no taxes to the Austrian economy, 
and comply with only such Aus- 
trian laws and regulations as suits 
their convenience. This continued 
drain on Austrian resources, par- 
ticularly oil, together with the cost 
of maintaining the Russian occu- 
pation force of over 40,000 troops, 
constitutes an impossible burden. 


In an effort to maintain the ,in- 


Leon H. Gavin 





: *This is the second and last portion 

of the Report of Congressman Gavin on 
his inspection tour in Europe. The first 
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tegrity and solvency of the Aus- 
trian government, the United 
States has adopted a “pay-as-you 
go” policy for occupation costs, 
and has made sizable grants to 
Austria, directly and indirectly, 
over the past five years. This eco- 
nomic aid has prevented the situ- 
ation from deteriorating further, 
and has resulted in some recon- 
struction, particularly in the field 
of public utilities, railroads and 
public buildings, but it has not 
solved the basic problem. The 
ECA hoped to render Austria self- 
supporting by 1952, but 1 doubt 
whether, under the conditions 
outlined above, this can be at- 
tained. Only the termination of 
occupation costs, and some free- 
dom of trade, will permit Austria 
to recover. 


(b) Military—The strength of 
the U. S. forces in Austria the past 
three years has been approximate- 
ly 10,000 officers and men. In ad- 
dition to the administrative ele- 
ments, and a considerable number 
of military police, this comprises 
a combat force of only one regi- 
mental combat team. Against the 
vastly stronger Russian forces al- 
ready in Austria, and those which 
could be speedily deployed there, 
this garrison could not hold out 
very long. The degree to which it 
is feasible, under present condi- 
tions, to augment our forces in 
Austria is a difficult question. 

(c) Political—The political situ- 
ation in Austria remains relatively 
unchanged from 1949, or even 
1948. The Treaty of Peace appears 
more distant now than it did two 
years ago; and without it there can 
be no genuine recovery. The U. S. 
Information Service and other 
propaganda media carry on a con- 
stant and vigorous campaign in 
that country in favor of Western 
ideas and U. S. policies. How ef- 
fective this is, in comparison with 
counter efforts of the Soviets, I 
am not in a position to evaluate. 
However, in my opinion, if given 
a free choice, Austria would wel- 
come the opportunity to join a 
federation of West European na- 
tions. Meanwhile we can only 
maintain our forces in as high 
state of readiness as possible, and 
strive to create situations in which 
a genuine settlement can be 
achieved. Fortunately or other- 
wise, the solution of the Germany 
problem, one way or the other, 
will probably carry with it Aus- 
tria. 

IV 
GREAT BRITAIN 


During the period Nov. 24-26, 
1950, I visited London. Due to the 
brief time available, and the fact 
that it was on a week-end, my 
contacts there were limited to dis- 
cussions with responsible Amer- 
ican officials on the status of the 
North Atlantic Treaty Organiza- 
tion, and the progress being made 
under the Mutual Defense Assist- 
ance Program. I also had the op- 
portunity, on my return journey 
from Europe, to stop briefly at 


Burtonwood Air Base, where our 
Air Force has a major establish- 
ment, and talked with Brigadier 
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General Oliver, the Commanding 
Officer, of that station. 

London serves as the Euro- 
pean headquarters for the North 
Atlantic Treaty Organization and 
the regional headquarters for the 
Mutual Defense Assistance Pro- 
gram. These two groups, which 
are in addition to the Military At- 
tache offices, have very sizable 
numbers of our officers engaged 
on staff planning incident to these 
activities. The staff organization 
and procedure impressed me as 
highly complicated—and much too 
complex for any effective military 
operations. While there are seem- 
ingly innumerable committees en- 
gaged on a great number of staff 
studies and conferences, there was 
at the time of my visit little or 
no clear-cut means for obtaining 
any decisions with respect to the 
issues involved, which simply 
progressed from one “level” to an- 
other. If this vast and compli- 
cated organization is to constitute 
or organize our defense in West- 
ern Europe, the Russians would 
be very close to the Channel be- 
fore any orders are issued. It may 
be hoped that General Ejisen- 
hower, as Supreme Commander of 
the Allied Powers in Europe, will 
be able to bring some order and 
responsibility into this complex 
group; but it will require drastic 
action on his part. The principal 
achievement to date appears to 
have been familiarization of the 
officers of the Armed Forces of 
all nations with the attitudes and 
proeedures of the allied services, 
and the explorations of the prob- 
lems involved. 

As far as the general attitude of 
the British is concerned, there was 
no such sense of urgency in Lon- 
don as one encounters in Wash- 
ington. The British are interested 
in rearmament, provided it does 
not interfere with their export 
trade, and provided further that 
a substantial share of the cost is 
borne by the United States. The 
British people have, of course, as 
much right to socialistic govern- 
ment and economy as we have to 
maintain a democratic capitalistic 
form of society; and their preier- 
ence for one instead of the other 
is in itself no concern of ours. 
There are, though, two aspects in 
which we are concerned. Begin- 
ning with the British loan in 1946 
and continuing through other 
credits and ECA funds and now 
with Military Aid Program, we 
have pumped over $5 billion into 
the British economy. In addition, 
Britain constitutes our strongest 
and most valuable ally in Europe. 
At the present time, under their 
Socialist direction, that country is 
unable even to provide sufficient 
coal to meet its own needs, and 
there seems to be no incentive for 
increased effort or output on the 
part of either management or 
labor. I am regretfully forced to 
the conclusion that, under the 
present Socialist government, 
Britain is unable to feed and sup- 
port itself, let alone prepare for 
a major defense effort. 

As far as the United States 
forces now stationed in Britain are 
concerned, our Air Force occupies 
and uses a substantial number of 
bases, the largest of which is at 
Burtonwood. The aircraft and 
crews which we have furnished 
are of modern types, personnel are 
rotated after short periods, and 
the commanders with whom I 
talked impressed me as vigorous 
and realistic. Our forces are not, 
however, I am convinced, receiv- 
ing from the British government 
that degree of assistance and sup- 
port which should be furnished 
under a truly mutual defense ef- 
fort. I am afraid that the British 
take the view that we are using 
their country, in the form of an 
“unsinkable carrier,” as a base 
from which to carry on our con- 
test with the Russians, rather than 
contributing our forces toward the 
defense of their country. Speci- 
fically, provision of radar defenses 
around Britain has been very 
slow, and is not yet fully satisfac- 


provision adequate for anti-air- 
craft forces to protect the bases 
against low or medium level at- 
tacks, and very few fighter or 
tactical aircraft to assist in such 
defense. These are elements of 
the defense program which should 
be provided much more readily, 
and at less cost, by the British 
than by ourselves. So far as our 
offensive mission is concerned, I 
feel that our Air Forces in Britain 
are in good shape. From a de- 
fensive viewpoint, I am much 
concerned. I believe that our 
Committee should seek informa- 
per upon this point at an early 
ate. 


Vv 
FRANCE 


Due to adverse weather and fly- 
ing conditions, I was able to spend 
only two days in France. During 
that time I conferred with our 
Ambassador, Mr. James Bruce, the 
Special ECA Ambassador for 
Europe, Milton Katz, and the chief 
advisor to the Ambassador for the 
Mutual Defense Assistance Pro- 
gram, Mr. Bohlen, and the latter’s 
two principal assistants, Major 
General George J. Richards, who 
is supervising military aid, and 
Mr. Trueblood, who is in charge 
of the augmented military produc- 
tion, or industrial phase of the 
program. This organization illus- 
trates what is, in my opinion, a 
major weakness in the MDAP, 
namely, that the advisor to the 
Ambassador on military problems 
is not a senior officer of our 
armed forces, experienced in the 
organization, equipment and train- 
ing of military forces, but a State 
Department official, with little or 
no background in military mat- 
ters. The result is, I feel, that in 
the Military Aid Program, which 
looks essentially toward strength- 
ening our mutual defenses, our 
military personnel and advisors 
have too little effective voice; and 
decisions are,too likely to be made 
on the basis of political or eco- 
nomic considerations. I do not 
mean to minimize these latter fac- 
tors; but the Congress has ap- 
proved the MDAP, and appropri- 
ated vast sums of money to 
assist the European countries in 
building up their defenses. I feel 
that our Ambassadors, in the ad- 
ministration of such a program, 
should be advised directly by ex- 
perienced, senior military officers, 
if we are to obtain results com- 
mensurate with the expenditures. 


So far as the MDAP program in 
France is concerned, it should be 
noted that that country has re- 
ceived, and is receiving very large 
amounts of aid, both in the form 
of military equipment and in funds 
for raw materials, etc., for addi- 
tional production. As to the mili- 
tary equipment furnished directly, 
or what are called “end items,” 
shipments seem to be proceeding 
at a very satisfactory rate, after 
some initial delay in getting the 
program under way. The French 
have increased their military 
budget to some extent, and have 
plans for further increases. How- 
ever, so far as their expenditures 
are concerned, it appears that a 
major portion will go toward the 
costs of the campaign in Indo- 
China, plus routine operating ex- 
penses such as clothing, rations, 
etc.: and that the United States is 
expected to furnish the major por- 
tion of the new equipment re- 
quired for the additional divi- 
sidns; both in the form of “end 
items,” referred to above, and in 
grants to France for the produc- 
tion of military equipment in that 
country. We seem to have under- 
taken a very large program in this 
connection, the justification for 
which is not entirely apparent. 
The French now appear to look 
to us to bear the major share of 
their equipment costs, for reasons 
with which I am not familiar. The 
combat value of these divisions is 
a matter which I am not in a po- 
sition to determine—even if they 
are fully organized, equipped and 


tory. Further, there has been no trained; but it must be noted that 
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they will be made up almost en- 
tirely of conscripts—with many 
men drawn from areas and fami- 
lies of Communist sympathies, and 
particularly in the urban and 
northern areas of France, and that 
the North African native populace 
has become increasingly restive 
under French rule. 

Furthermore, with respect to 
the equipment, I am unable to see 
why the United States must con- 
tinue to bear such a large portion 
of the cost. France is a rich and 
productive country—probably the 
richest in Europe—and the war 
damage has been largely restored 
with the aid of ECA loans and 
grants. That nation was able, for 
the past 150 years, to raise and 
equip armies; and I see no reason 
why it cannot do so at this time. 
Since 1943 the United States has 
been called upon, or has assumed 
the burden of equipping French 
forces, until now the French seem 
to demand such aid as the price 
of their participation in the Mu- 
tual Defense Program. It is true 
that the French face budgetary 
difficulties, and have heavy ex- 
penditures due to the war in Indo- 
China. However, our own budget 
is badly out of balance, and we 
face continuing heavy costs in 
Korea, as well as those due to 
our own mobilization. 

My conclusions from all this are 
that in our defense planning we 
have placed an undue emphasis 
upon French rearmament, and 
have assumed a disproportionate 
share of the cost, as compared to 
the probable results which will be 
obtained. Another major weak- 
ness in these plans has been the 
assumption that we had several 
years in which to build up de- 
fenses against Russia. If that were 
true, we could perhaps afford to 
commit ourselves to the re-equip- 
ping of 15 additional French divi- 
sions, Over a three or four-year 
period, and thereafter possibly in- 
stitute a small-scale rearmament 
of the Germans. However, I am 
convinced that we have no such 
amount of time, and that our de- 
fenses must be in order long be- 
fore 1954. To that end, I recom- 
mend that the Committee scruti- 
nize carefully all estimates of 
French participation and obtain 
from the Administration a definite 
report as to the extent to which 
arms shipments to France are re- 
tarding our own rearmament. 


VI 
ITALY 

I was in Rome from the 4th to 
7th of December, 1950, during 
which period I conferred with our 
Ambassador to Italy, James Dunn, 
his principal advisor on MDAP 
matters, Mr. Jacobs, and the lat- 
ter’s chief assistants; also Leon 
Dayton, in charge of the ECA mis- 
sion in Italy, and our senior mili- 
tary attache, Col. John Harmony. 
My principal impressions are set 
forth below. 

(a) Economic—With the help of 
very generous American assist- 
ance since the latter part of World 
War II, Italy has substantially re- 
covered economically. The rail- 
roads have been rebuilt, roads and 
bridges repaired, and the drainage 
system of the Pontine Marshes re- 
stored, as well as numerous other 
projects looking toward the re- 
habilitation of that country. Asa 
result, I am convinced that Italy 
is In substantially as good condi- 
tion, physically, as it was before 
the war. The chief economic 
problems of that country are, of 
course, those resulting from over- 
population and unemployment. I 
am advised that the ECA program 
in Italy during the current year 
was approximately $170 to $200 
million. 

_ The Director of the ECA activi- 
ties, Mr. Dayton, stated thatem- 
phasis was now being placed, upon 


the encouragement of export pro- 
grams which would have a long- 
range or permanent market, and 
readjustment to meet MDAP 
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Status of Our Defense 
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needs, and supplement United 
States military production. It was 
his view that any cessation of 
United States aid would cause the 
collapse of the present Italian 
government within a period of a 
year to 18 months. 

So far as basic internal reforms 
in Italy are concerned, there has 
been very little actual progress. 
The ECA and the Italian govern- 
ment have made a start on land 
reformation, but no large-scale re- 
sults have been achieved to date. 
One of the chief obstacles to in- 
creased economic activity in Italy 
is the obsolete tax system, under 
which most of the burden falls 
upon production and consumption, 
and large numbers of wealthy peo- 
ple escape with little or no taxes. 
i was advised two years ago by 
Mr. Zellerbach, then ECA Admin- 
istrator, that tax reform was high 
on the program of the Italian gov- 
ernment. Last year, I was told 
by Mr. Dayton, that it was immi- 
nent. This year, I am advised that 
an income tax is expected to com- 
rnence—if the Italian Parliament 
approves—some time early in 
i951. My own belief is that the 
Italian Parliament, like some other 
bodies, finds the overhauling of 
the tax structure, and the impo- 
sition of adequate taxes for re- 
armament to be a burdensome and 
unpleasant task, which it will de- 
lay as long as the United States 
taxpayer will continue to furnish 
rnillions of dollars without return. 
I think the time has come to have 
& definite understanding on this 
matter, and the termination, not 
later than June 30 of 1952, of eco- 
nomic assistance to Italy. 


(b) Military—Under the Treaty 
of Peace with Italy, which was 
concluded in 1947, the Italian gov- 
ernment is limited to an army of 
250,000 men, and a navy and air 
force of 25,000 each. These num- 
bers are small for a country of 
the size and population of Italy; 
but they do not yet, in my opin- 
ion, constitute a severe limitation, 
because the Italian government 
has not thus far been in a position 
to raise and equip even that num- 
ber of troops. As far as the army 
is concerned, the most effective 
units are the Alpine brigades, re- 
cruited in the extreme north of 
Italy and deployed in that area. 
There are also in the north of 
Italy two infantry divisions. 

Most of the men in the Italian 
army, other than the Alpine bri- 
gades mentioned above, are con- 
acripts called up for relatively 
brief service and paid only a few 
cents a day. These factors and the 
shortage of equipment seriously 
limit the value of Italian troops. 
There is serious unemployment in 
Italy, and if conditions of service 
were made attractive, there is no 
reason why voluntary personnel 
in sufficient numbers could not 
be recruited. However, under 
Present conditions, it would ap- 
pear that reliance upon Italian 
troops can be only for the defense 
of their own country; and I do 
not believe that they could make 
aay effective contribution to a 
European army deployed in other 
areas of the continent. In addition 
to the regular army, there are in 
Italy two or three para-military 
organizations, the best known be- 
ing the Carabinieri, which consti- 
tute’ a state police force in time 
of peace, and the military police 
for the Italian army in time of 
war. There are also several thou- 
sand finance guards, basically or- 


ganized for the security of the. 
frontiers against smugglers, . ete.,, 


@nd a large number of security 
guards under the Ministry of the 


Interior, to handle local or inter- 
nal disturbances. The Italian navy 
consists of a number of sound but 





obsolete vessels, none of which is 
equipped with modern devices 
such as radar, or sonar. Under the 
MDAP we are endeavoring to 
modernize their equipment, at 
least to the extent that it could 
be used for coastal defense and 
anti-submarine control in the 
Mediterranean. 

The Italian air force, which was 
fairly numerous before World 
War II, was almost completely 
disrupted following the war. It is 
now being rebuilt with our aid in 
the form of aircraft and equip- 
ment and should be able to give 
a reasonably good account of it- 
self. Whether it is feasible for the 
Italians, with their limited re- 
sources, to attempt the manufac- 
ture of modern combat aircraft is 
questionable. They can, however, 
materially aid in the air defense 
of Europe with equipment fur- 
nished by this country and pos- 
sibly Britain. 

Italy possesses a considerable 
reserve of unused industrial ca- 
pacity and labor force which could 
be utilized for the production of 
weapons and military supplies not 
only for its own armed forces but 
for other Western European na- 
tions. This is particularly true in 
the field of small arms and motor 
vehicles, both of which the Italians 
produced in large number before 
World War II. One difficulty in 
this line has been that of stand- 
ardization, and the inordinate de- 
lay in agreeing upon a design. 
For example, I was informed that 
the Italians desired to manufac- 
ture the M-1 (Garand) rifle, pro- 
vided we would furnish the raw 
materials and certain machine 
tools. It was stated that such rifles 
could be produced in Italy at a 
cost of approximately $20 each 
instead of approximately $100 
each for manufacture here. While 
this seems attractive, there are 
several practical difficulties. In 
the first place, it would require 
some weeks, if not months, to 
translate the working drawings 
from English to metric units, and 
considerably longer to set up pro- 
duction lines and inspection sys- 
tems at the factories. There is also 
the matter of training troops of 
the quality mentioned above in 
the use of a weapon more compli- 
cated than they are accustomed to 
handle. In short, I doubt the feas- 
ibility of embarking upon such a 
long-range program at this time. 
I believe it would be better to 
utilize existing Italian designs, 
possibly modified to take Amer- 
ican ammunition. 

Other examples of proposals for 
augmenting the military produc- 
tion in Italy might be cited. Some 
of them may be more feasible 
than that noted above, especially 
the matter of light motor vehicles 
in which the Italians have con- 
siderable experience. My general 
conclusion, though, is that if such 
production is to be available in 
time to meet our needs, the em- 
phasis, at least at the present 
stage, must be upon types and 
items of proved serviceability, 
which can be produced in quantity 
without the necessity of redesign- 
ing, retooling, and retraining per- 
sonnel. If we are permitted enough 
time, we may subsequently seek 
to shift over part of the produc- 
tion to more advanced types; but 
we should not delay the rearma- 
ment program in order to do so. 


Vil 
SPAIN 
During the period Dec. 10 to 12, 


_dnclusive, I was able to visit Spain, 


where I had the opportunity of 
talking to several Spanish military 
leaders, as well as our Charge 
d@’Affairs, Paul Culbertson, and 
our Military Attaches. This was 
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perhaps the most interesting por- 
tion of my trip, and probably the 
most encouraging. 

The Spanish are a proud and 
independent people, numbering 
some 28 million, and living, for 
the most part in a semi-arid land. 
Their country does not appear to 
be rich, and their standard of liv- 
ing is not high. Nonetheless, they 
have an army of approximately 
400,000 officers and men, plus a 
small navy and air force. Much 
of their equipment is of pre-World 
War II types, left over from their 
civil war. I found more respect 
and friendliness for the United 
States in Spain than in most other 
countries of Europe; I believe this 
is because we have not put them 
on our relief rolls, or promised 
them large-scale aid. 

So far as the economic condition 
of Spain is concerned, that coun- 
try suffers from shortages of many 
essential raw materials, sparse 
rainfall, and during the past year 
a serious drought, which has not 
only reduced the food supply but 
curtailed hydro-electric power 
production. 

From a military standpoint, 
however, Spain offers a much 
more favorable picture. They have 
several major air bases, well dis- 
posed around the country, which 
could be used as secure bases for 
the air defense of Europe. Their 
army of 400,000 is, I believe, well 
led, and is certainly the largest 
anti-Communist force in Europe. 
Their navy, while somewhat obso- 
lete, could be equipped for coastal 
patrol and anti-submarine duty. 


I had an interesting conversa- 
tion with Lt. General Fernando 
Barron, Chief, Central General 
Staff, Major General Barroso, 
Deputy Chief of the Spanish Cen- 
tral General Staff, and certain 
other Spanish staff officers dur- 
ing the time I was there, particu- 
larly Lt. General Gonzales Camino, 
who was Military Attache in 
Washington from 1944 to 1947. 
These officers expressed to me a 
friendliness toward the United 
States and Spain’s willingness to 
assist within its means, in 
strengthening the defenses of 
Western Europe, as follows: They 
made it quite clear, that under 
present conditions they are con- 
cerned with the security of their 
own country. Spanish air bases 
would be more secure against 
enemy attack than those which we 
are now using in Britain, and 
would, in my opinion, be of major 
value in case the British bases 
should be rendered untenable. We 
would need, of course, to install 
certain additional equipment and 
protective equipment, and to ex- 
pand certain of these fields or 
bases. We would also need to as- 
sist in the modernization and 
strengthening of the Spanish 
army. This, however, can be done 
at relatively modest cost, and with 
little delay. At the present time 
they have the facilities for manu- 
facturing additional small arms 
ammunition, but lack raw mate- 
rials. In the event that armored 
elements were required, we should 
have to furnish them, along with 
any anti-tank defenses and some 
artillery. There is no question as 
to the anti-Communist position of 
the Spanish government, nor the 
political reliability of the troops. 


Numerous factors, which have 
been debated in the Congress over 
the past five years, have until re- 
cently prevented normal diplo- 
matic relations with Spain, and 
prevented us from including that 
country in the defensive plan for 
Western Europe. However, the last 
Congress enacted legislation for 
certain economic assistance to 
Spain, and the President has re- 
cently appointed an Ambassador 
to that country. I am thoroughly 
convinced that the defense of 
Western Europe requires the im- 
mediate participation of Spain, 
and the utilization of strategic air 
bases in that country. From a mil- 
itary standpoint we cannot afford 
longer to neglect so valuable a 
potential ally as Spain. I hope 


that the exchange of Ambasadors 
between the two countries will be 
followed, in the near future, by 
the inclusion of Spain within the 
defense organization of Western 
Europe; and I am convinced that 
by such action we can obtain a 
much greater return, in military 
terms, for our expenditures than 
we are receiving in certain of the 
countries which I have discussed 


above. 
Vill 
GENERAL CONCLUSIONS 


As a result of my recent trip, I 
reached certain general conclu- 
sions set forth below: 

(1) The economic rehabilitation 
of France, Italy and Germany and 
Britain has largely been accom- 
plished; and, with a few excep- 
tions, the ECA program should be 
terminated at an early date. 

(2) There is less time remaining 
for rebuilding the defense of West- 
ern Europe against Russian impe- 
rialism than we believed a year 
or two years ago. 

(3) The defense of Western 
European nations must be accom- 
plished chiefly by those countries. 
We can only aid and assist. 

(4) We must counteract the un- 
fortunate impression created in 


certain European countries, when 
we superseded the defensive ef- 
forts of the Western Union with 
the larger North Atlantic Treaty 
Organization, etc., that it was pri- 
marily the defense of the United 
States which was involved, rather 
than the defense of Europe. 


(5) We must build on strength, 
and not on weakness, and must 
find some means of utilizing, in 
the near future, the military po- 
tential of Western Germany and 
the military strength of Spain. 


(6) The extent to which the 
United States should or can un- 
dertake to strengthen Western 
Europe, by means of American 
troops, must be carefully weighed 
in the light of our capacities, and 
our requirements elsewhere. There 
is nothing to prevent the Russians, 
if they desire, from creating an- 
other Korean situation in Ger- 
many, Italy, Austria, or several 
other places. We cannot achieve 
a strong military posture by de- 
ploying all our troops around a 
vast perimeter. Our principal con- 
cern must be the defense of the 
United States; and unless we re- 
main strong, we can neither assist 
other nations nor protect our own 
freedom. 
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The Economic, Financial and 
Investment Implications 
Of Inflation 


people and it is understandable 
that views as to the likely extent 
of the current inflation vary 
greatly. Since no one knows what 
the future has in store, the degree 
of the inflation over the next few 
years must remain a matter of 
conjecture. However, I believe 
that an objective study of all fac- 
tors involved will temper the ex- 
treme views, and _ conclusively 
eliminate any basis for expecting 
an inflation such as was seen in 
Germany or even in France; at 
least it seems out of the question 
in the United States for as long 
as I wish to worry about it. I 
would suggest as a more reason- 
able maximum expectation, that 
we think of a loss of purchasing 
power of the dollar more in line 
with that of the last decade or so. 

It is perhaps appropriate to ob- 
serve that while theoretically, in- 
flation in a war or semi-war pe- 
riod could be prevented, from a 
practical point of view, the most 
we can apparently expect is for 
the inflation to be checked tem- 
porarily or slowed up. “While 
putting a lid on a kettle and a 
cork in the spout may silence the 
kettle for a while, the only way to 
stop a kettle from boiling is to 
turn off the heat.” Unfortunately, 
the taxes, controls, and regulations 
necessary to even retard the in- 
flation hold a threat to our way 
of life and our free enterprise 
system—a threat that is almost as 
great as the dangers in the infla- 
tion itself. The American people 
thus find themselves faced with 
an unpleasant dilemma. 


What interests me and alarms 
me is the public indifference to 
one of these alternatives. namely, 
increasing trend towards govern- 
mental controls and the growing 


evidence that the country, as a 
whole, likes the second alterna- 
tive — inflation. In my opinion, 
relatively few people realize how 
deeply inflation has gotten into 
the economic blood stream of this 
country, perhaps because the evi- 
dence is not readily recognized for 
what it really is and because of 
the subtle and pleasant nature of 
much of the inflation. 

While time will not permit me 
to fully cover the many implica- 
tions of inflation, I shall explore 


ee age OP 


some of the more important as- 
pects with you, always keeping in 
mind that the real retardant or 
safety valve in this country, in 
contrast to countries that have had 
relatively complete inflations, is 
our great and growing productive 
capacity. 


The More Important Aspects of 
Inflation 


To my mind, the most serious 
long term aspect of inflation is its 
effects on the moral fibre of a 
people. While this is an indefi- 
nite and intangible thing, I think 
that on reflection and after ap- 
propriate reference to history you 
will concur with this observation. 
In the long -run, inflation has 
about the same effect on a people 
that continuous use of a narcotic 
has on an individual, except that 
history shows that nations never 
turn back once fully embarked on 
the inflation road. 


Probably next in importance is 
the fact that inflation threatens 
the great middle class, the back- 
bone of every democratic country, 
especially the United States. In- 
flations take their greatest toll on 
those of the middle class, wiping 
out their savings and leaving their 
earning power to take the brunt 
of the inflation. 


Furthermore, inflation ultimate- 
ly weakens and undermines the 
economy and a free enterprise 
system is ultimately destroyed as 
an inflation runs its course. The 
financial well-being and the stim- 
uli to prices and volume cover 
up basic weaknesses, permit and 
encourage inefficiency, and there- 
fore postpone adjustments which 
are essential for the correction of 
the madaljustments that multiply 
in an inflationary period. 





Another major aspect of infla- | 
tion is that sooner or later a flight | 


from money and fixed income se- 
curities takes place. Perhaps an 


uncontrollable buying race begins | 


or an intense speculation develops 
as everyone endeavors to protect 
himself as best he can. In recent 
months, we have seen evidence of 
just these phenomena, but in a 
very mild form. 3 

As I have already implied, in- 
flation also holds a serious threat 
because it brings with it an ever 
growing bureaucracy which feeds 
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and thrives on the conditions gen- 
erated by the inflation. 


The Immediate Effects of Inflation 


However, these are all long 
term aspects of inflation, and the 
more immediate inplications will 
be of much greater interest to you. 


Inflation stimulates an economy 
in several ways: (1) directly, 
through increasing purchasing 
power; (2) indirectly, by creating 
a psychology favorable for maxi- 
mum spending by every level in- 
cluding industry; and (3) by en- 
couraging hoarding or inventory 
building. But as is the case with 
all stimulants, periods of reaction 
normally follow, and with in- 
creasing severity as the stimulant 
is increased. To prevent such pe- 
rieds of natural reaction, it is ne- 
cessary to more or less contin- 
uously inflate whether through 
planned deficit spending and cred- 
it inflation, or through timely 
“emergencies.” It is this aspect of 
inflation combined with the pub- 
lic’s ever increasing liking for the 
stimulant inflation, that, in my 
oipnion, is the basis for real con- 
cern. 


In recent years, we have seen 
ample evidence of the dislocations 
of costs, wages, prices and profits, 
and the vicious cost-wage-price- 
profit spiral that is inherent to in- 
flation. Due in part to the com- 
plexity and delicacy of our eco- 
nomic system, controls and regula- 
tions only aggravate these disloca- 
tions.and stresses, which basically 
are nothing more than the effort 
of each and every segment of the 
economy either to take advantage 
of, or to protect itself against, the 
inflation. To some this may sug- 
gest the soundness of government 
controls, but I might counter by 
observing that if I were interested 
in furthering the socialization of 
the U. S. I can think of no faster 
and surer way than through con- 
tinued inflation which has as its 
camp followers, controls and regu- 
lations. 

Probably one of the most seri- 
ous effects of inflation is its ef- 
fect on the value of savings. No 
country in the world has as much 
to fear and so much to lose from 
inflation as the United States, with 
individual liquid savings in the 
form of currency and bank depos- 
its alone amounting to some $60 
billion. In addition, individuals 
hold $68 billion of U. S. Govern- 
ment non-marketable bonds, about 
$13 billion savings and loan de- 
posits, and have about $54 billion 
savings in the form of private in- 
surance, to mention the more im- 
portant groups of liquid savings. 

Sooner or later, inflation also 
changes the savings habits of a 
people. Perhaps this seems to be 
of minor importance. However 
just visualize, if you will, the stag- 
gering effects of this, on our free 
society, on our economy, and on 
our free enterprise system. It has 
been the savings of the people that 
have financed the great develop- 
ment of our country, bringing it 
from a wilderness to the greatest 
industrial power in the world in 
less than 200 years. It is not an 
exaggeration to say that it is the 
savings ‘of our people that makes 
our free enterprise system tick, 
because the people’s savings form 
an integral part of our free enter- 
prise system, and to destroy or 
even seriously alter saving habits 
is to court disaster. 

We should also be mindful of 
the catastrophe that inflation 
brings to all those depending on 
fixed income investments, an- 
nuities, pensions or endowments. 
The position of private education- 
al institutions is seriously threat- 
ened by rising costs and the de- 
clining value of endowments inci- 
dent to the inflation. Continuation 
of these trends ultimately promr 
ises to bring the government ‘into 
virtually complete control of high- 
er education. 


Perhaps the accompanying 
Table (No. 1) will show more vi- 
vidly than words can describe the 
effect the inflation has had on 
salaries or fixed incomes. We find 
that a 1935-39 income of $10,000 
adjusted for the change in value 
of the dollar is now worth only 
$5,620; stated differently, for the 
purchasing power of this $10,000 
income to be maintained, it would 
have had to increase to $17,800. 


A Vested Interest in Continued 
Inflation 


Before reaching the subject of 
inflation and investments, I would 
like to show you the results, in a 
period of continued inflation, of a 
major vested interest in one in- 
dustrial field. I refer to the resi- 
dential building field which has 
turned in a spectacular record in 
the last five years. First, we must 
grant that housing is both needed 
and desirable. However, the facts 
show that the demand for hous- 
ing has been continuously stim- 
ulated by an expanding national 
income, in no small part traceable 
to the inflation. Secondly, the de- 
mand for housing has been in- 
flated by the loose use of credit. 


So we have (1) the need, (2) 
the expanding income and (3) 
easy credit. However, the real key 
to the building boom is the will- 
ingness of the potential user to 
buy and to extend himself in the 
process. 


You might well ask, what causes 
this and what permits the almost 
blind faith or willingness on the 
part of so many to buy on a “shoe- 
string’? First. we find that the 
buyer has little to lose since the 
nominal down payment and the 
carrying charges can both be con- 
sidered as rent in the event of 
trouble. Second, and very im- 
portant in the whole equation, is 
the effect of continued inflation 
on building costs and, in turn, 
therefore, on buying psychology. 


As long as building costs con- 
tinue to rise and as long as the 
inflation of prices continues, the 


whole picture becomes strangely 


sound. Sound in the sense that 
the 5% or 10% down payment 
equity becomes 15%, then 20%, 


then 30%, etc., partly from pay- 
ing off the mortgage, but mostly 
from the rising price level. No 
one ever has to sell at a loss. Uto- 
pia at last? I suspect we might 
properly ask what would happen 
if the inflationary trends were in- 
terrupted or reversed. We could 
similarly analyze other segments 
of the economy and find similar 
implications. 
The Country Has Tried Inflation 
And Likes It 

I’m afraid that most of us have 
come to like the stimulation and 
the sense of well-being that comes 


with inflation. Inflation makes 
things so much easier; it post- 
and those whom it hurts are not 
pones, it covers up so many things, 
particularly articulate. Nor is it 
easy to isolate the one or two 
things most responsible for the 
inflation, or at least so it seems. 
Furthermore, inflation is so com- 
fortable politically. 


American Industry Is Worth More 
Dead Than Alive 


I have long been intrigued by 
another aspect of the present 
situation. At a similar economic 
conference two years ago, I had 
occasion to observe that the 
American economy must indeed 
be very sickly because at the then 
current market prices for the 
shares representing ownership, 
“American industry was worth 
more dead than alive,” that is, the 
owners could realize more by 
liquidating or selling the plants 
piecemeal than by keeping them 
in operation. 


Two years ago in a survey by 
McGraw-Hill, the cost of repro- 
ducing existing manufacturing 
facilities was estimated at $96 bil- 
lion and the cost of replacing ex- 
isting facilities with modern plant 
and equipment at over $136 bil- 
lion. The Industrial Conference 
Board gave the net book value of 
manufacturing facilities as $37 bil- 
lion at that time. Even allowing 
for a _ sizable degree of error 
among these figures, they reveal 
the workings of inflation and 
present a subject that in itself has 
implications that would justify a 
paper such as this. 


Bonds, Mortgages and Common 
Stocks in an Inflation 


I thought many of you might be 
interested to know what effect 
the decline in the purchasing pow- 
er of the dollar over the last dozen 
years has had on various types of 
investments. As will be seen from 
Table II, inflations are not a happy 
period for bond or mortgage in- 
vestors. In the period studied 
cash, bonds and mortgages became 
worth only 56% to 63% of their 
1935-39 value when adjusted for 
the depreciation in the dollar. 


Investors in common stocks and 
real estate had a much more satis- 


factory experience. Common 
stocks, as measured by quotations, 
gave the holders considerable, but 
not complete, protection. They are 
up about 66%, whereas an in- 
crease of about 78% would have 
been needed to equal the infla- 
tion. However, common § stock 
book values are up slightly more 
than the amount of the inflation, 
and if replacement costs are 
used, then they are up consider- 
ably more than the inflation, giv- 
ing one some basis for confidence 
in their protective qualities in the 
long run. Adequate data as to the 


TABLE I 
Purchasing Power of Salaries or Fixed Incomes* 


Salary or 
Fixed Income 


Adjusted for Loss of Consumers’ 


Income Necessary tu Maintain 
Consumers’ Purchasing Power 


in 1935-1929 & Purchasing Power at Year-ends at the 1935-1939 Level Year-Ends 
1941 1946 1950 1941 1946 1950 
$3,000 $2,720 $1,955 $1,686 $3,320 $4,600 $5,340 
5,000 4.520 3,260 2,805 5,520 7,680 8,900 
10,000 9,060 6.520 5,620 11,050 15,350 17,800 
20,000 18,100 13,050 11,220 22,100 30,700 35,600 
50,000 45,209 32,600 28,100 55,200 76,800 89,000 
Basis: Bureau of Labor Statistics, Cost of Living Index. 
TABLE Il 
Value of Capital Assets 
se 12-31-50 
Data Adjusted 
Base Adj. for ‘7 Change 
Peiiod Actual Deprec. 1935-39 
1935-39 12-31-50 “ Change in Dollar* to 1950 
Cash, mortgages $100.00 $100.00 0 $56.00 —44.0% 
*Price—high grade honds 100.00 111.40 11.4% 63.00 —37.0 
Price—municipal bozds 100.00 131.80 21.8 73.80 26.2 
Common stocks—market price 100.00 166.50 66.5 $3.50 6.6 
Common stocks—book val 100.00 189.00 89.0 106.30 6.3 


*Bureau of Labor Statistics Cost of Living Index used. 


Based on Moody’s Aaa Corporate Yields converted at 3%, 30 years. 
Based on Dow-Jones Industrial Average. 


'Based on “Bond Buyers” Index. 


increase in real estate values is 
not available, but it is apparent 
that most forms of real estate in- 
creased in market value enough 
to offset the inflation. As a rule 
of thumb, to have stayed abreast 
of the inflation one’s capital would 
have had to increase about 78% 
— 1935-39 or $78,000 per $100,- 
00. 


Not only has the real purchas- 
ing power value of fixed income 
type investments been reduced to 
about 60% of their 1935-39 value, 
but the productivity (earning 
power) of these forms of invest- 
ment was also undermined as 
Table III reveals. 


The actual mcome from high 
grade corporate bonds is down 
some 15%, reflecting lower inter- 
est rates, but adjusted for the de- 
preciation in the dollar, a total de- 
cline of about 55% is indicated. A 
similar pattern is shown for mort- 
gages. 

In contrast, the income from 
common stocks is up 157% or 44% 
more than enough to offset the in- 
flation. Equally important, the 
earnings of corporations, the 
source of dividends and book 
value increases, are up 214% or 
77% more than enough to offset 
the inflation. 

Possibly a better way to visual- 
ize the effect of inflation is to 
take a concrete case, for example, 
a $500,000 fund conservatively in- 
vested in 1935-39 in a diversified 
manner with about 60% in bonds 
and preferred stocks, and 40% in 
common stocks (Table IV). 
Changing these ratios moderately 
or including tax exempt securi- 
ties would not alter the end re- 
sults significantly. 

A study of Table IV shows that 
the principal value of the fund in- 
creased to $658,000 by Dec. 31, 
1950, due almost entirely to the 
rise in the value of the common 
stock holdings. However, after ad- 
justing for the changed purchas- 
ing power of the dollar, the fund 
is worth only $370,000 indicating 
a net shrinkage in value over this 
period of $130,000 or 26%. 

An even more interesting study 
of the effects of inflation is pre- 
sented in the income figures. By 
Dec. 31, 1950 actual income from 
the bond and preferred stock sec- 
tions was down slightly, but the 
income from common stocks had 
more than doubled, giving the 
fund a cash income gain of about 
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$12,000, that is, from $19,000 in 
1936-39 to $31,000 on Dec. 31, 1950, 

However, two factors took a 
heavy toll on this income: (1) 
Federal income taxes increased 
some $6,000 in the interim years, 
reducing the 1950 income to $23,- 
500; and (2) adjusting for the 
changed value of the dollar, a 
sharp drop to $13,200 is indicated, 
or $5,000 less than the 1936-39 in- 
come of $17,100 (after the lower 
Federal income taxes then in 
force). : 


I suspect that most people do 
not connect rising taxes, particu- 
larly income taxes, with inflation. 
Rising taxes are a sister phenom- 
enon of inflation and therefore 
must be included in any measure- 
ment of the effects of inflation on 
investments. 


Conclusion 


It can be seen from the evidence 
presented that inflations present a 
dilemma not only to investors, but 
also to those with savings, per- 
haps forcing the former to greatly 
alter normal investment practices 
in an effort to protect themselves. 
In addition, the savings habits of 
the American people may undergo 
a radical change with rather un- 
pleasant implications to our tradi- 
tional form of society and enter- 
prise. 

The problem of inflation is 
made very difficult because infla- 
tion brings apparent financial 
well-being and prosperity with it, 
making it hard to resist, and even 
harder to realize that if allowed 
to continue, it ultimately will take 
a terrible toll on the social, eco- 
nomic, financial, and _ political 
structure of a country — often 
shaking a nation from its founda- 
tions. It is not an accident that 
all students of history fear infla- 
tion as they fear a deadly plague. 
The history of inflation permits 
no other view. 


I now suspect that you expect 
me to expound the need for a bal- 
anced budget and sound monetary 
and fiscal policy. Personally, the 
record of the last decade does not 
permit me to be impressed with 
the likelihood of either. I regret 
to say that I am much more im- 
pressed by the evidence that the 
American people apparently have 
grown to like the American brand 
of inflation and seem indifferent 


to the accelerating trend toward 
our own form of welfare state, 
which in my opinion, goes hand 
in hand with the inflation. 


TABLE Ill 
Productivity of Invested Capital 
12-31-50 
Data Adjusted 
Base Adj. for “ Change 
Period Actual Deprec.in 1935-39 
1935-39 12-31-50 ‘ Change the Dollar* to1950 
*+Yield—Savings accounts 2.84% 1.90% — 33.0% 1.07% —62.4% 
tYield—high grade bonds 3.13% 2.67% - 14.8% 1.42% —54.6% 
»Yield——-mortgages - 4.50% 3.75% — 167% 2.11% —53.1% 
*“*Yield—municipals — 3.06% 1.70% 44.5% $0.96 — 68.6% 
‘Income—common stocks $6.29 $16.13 157.0% $9.06 + 44.1% 
‘Earnings—common stocks. $8.60 1*#$27.00 214.0% $15.20 76.8% 
“Based on Bureau of Labor Statistics Cost of Living Index used. 
‘Average rate for major New York Savings Banks. 
tMoody’s Aaa Corporate. 
$Estimated after service charge. 
*Dow-Jones Industrial Average. 
**“Bond Buyers” Index. 
jEstimated. 
TABLE IV 
A $500,000 Fund Invested in 1935-39 
1935-29 12-31-50 
Value Income “% Yield Value Income ‘% Yield 
*Government bonds $100,000 $2,650 2.65 $112.780 $2,400 2.40 
Corporate bonds 100.000 3,130 3.13 110,200 2,950 2.67 
Preferred stocks 160.000 4,380 4.38 112,500 4.377 3.89 
"Common stock: 200.000 8.660 $.33 23.000 21.420 6.63 
$500,000 $18,820 77 $o5€ Q $31.147 4.73 
Less Fed. income tax 1,694 7.612 
Balance $17,126 $23,535 ( +37.2% ) 
Acjusted for Cost of 
Living $500,000 $17,126 70,000 $13,200 (—23.0% ) 
*Yield to maturity. sets 
*Moody’s Government Bond Yield Indéx. INO 
*Moody’s High Grade Corporate Bond Vield Index. ‘ ? 
'Standard & Poor’s Preferred Stock Index. 
“Dow-Jones Industrial Average. } 
**Assumes a family of four. 
ttBased on Bureau of Labor Statistics Cost of Living Index. 
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A Program of Sound Fiscal 
And Monetary Policy 


to the people of the United States, 
why we are permitting our dollar 
to be hawked about at a discount 
abroad. 

This state of affairs stands out 
as a revealing commentary on the 
manner in which our government, 
or at least this part of it, is now 
dealing with money, credit, and 
fiscal matters. 

It seems to be a rather uniform 
experience of the various peopies 
and governments of the world that, 
once they become enmeshed in 
the far-reaching and destructive 
forces of an irredeemable cur- 
rency, they tend to attribute their 
consequent troubles to everything 
but that. Andrew D. White, in his 
“Fiat Money Inflation in France,” 
provides us with an illustration of 
this common reaction of a people 
and their government when he 
describes that of the French As- 
sembly some 160 years ago, at 
which time France was afflicted 
with an irredeemable currency. 
‘““As is usual in such cases,’ says 
White (Duke Endowment Edition, 
p. 49), “the trouble was ascribed 
to everything rather than the real 
cause... . 

We are providing remarkable 
parallelisms to the old lessons 
which White, so conveniently and 
lucidly, provides for us. But we 
insist, almost precisely as did the 
French Assembly 160 years ago, 
that we are exempt from the ap- 
plication of the old and _ thor- 
oughly-verified lessons revealed 
by the use of an irredeemable 
currency. In speeches, newspapers, 
and pamphlets at that time, it was 
declared, says White, “that gold 
and silver form an unsatisfactory 
standard for measuring values 

.. that the laws of political 
economy, however applicable in 
other times, are not applicable to 
this particular period, and, how- 
ever operative in other nations, 
are not now so in France; that the 
ordinary rules of political econ- 
omy are perhaps suited to the 
minions of despotism but not to 
the free and enlightened inhabi- 
tants of France at the close of the 
eighteenth century. ” (Pp. 
33-34.) 

John Maynard Keynes, in his 
book, “The Economic Conse- 
quences of the Peace” (Harcourt, 
Brace & Howe, New York, 1920), 
reminded us (p. 236), I think ac- 
curately, that “There is no sub- 
tler, no surer, means of overturn- 
ing the existing basis of society 
than to debauch the currency,” 
and that “The process engages all 
the hidden forces of economic law 
on the side of destruction, and 
does it in a manner which not 
one man in a million is able to 
diagnose.” 


We should be able to understand 
these things, and our government 
should not endanger this nation by 
refusing to heed these well-estab- 
lished lessons, which have cost the 
various peoples of the world, in- 
cluding ourselves, so much in 
tragedy and tears. 


The simple fact of the matter 
is that an irredeemable currency 
is an evil device. It has commonly 
been ranked next to war among 
the evils that have afflicted man- 
kind. To close our eyes to such 
a colossal fact and to proceed as 
though we do not recognize it 
and do not intend to rid ourselves 
of this unnecessary evil is to mark 
us as an unintelligent, irresponsi- 
ble people. 

(2) The prostitution of our bank- 
ing System by the United States 
Treasury is being accepted and 
fostered. Next to the issuance of 
an irredeemable currency stands, 
as an evil device, the destruction 
of the independence of a nation’s 
central banking system by the 


central government. Every expe- 
rienced and careful student oi 
central banking and of public fi- 
nance is supposed to understand 
and to respect that fact. 

The following observations, 
made by Sir Cecil H. Kisch and 
W. A. Elkin, in their book, “Cen- 
tral Banks” (Macmillan and Com- 
pany, Ltd., London, 1932), 4th ed., 
with a Foreword by Montagu C. 
Norman, are illustrations of what 
are supposed to be some well- 
established and elemental truths 
on this point: 


They say (p. 22): “... If the 
control of the operations of the 
Central Bank lies directly or in- 
directly with the government, it 
becomes fatally easy for the gov- 
ernment to finance itself for a 
time by means of book entries and 
short loans from the Bank, a 
course which is the first step to- 
ward currency depreciation and 
inconvertibility.” 

They say further (p. 22): “There 
can be no question that the power 
of the government to force in- 
creased loans from the Bank of 
France intensified the deprecia- 
tion of the franc and contributed 
to the financial crisis which cul- 
minated in 1926. Such extreme 
abuses of government power are, 
of course, only possible when a 
country has ceased to be on a gold 
basis. As long as convertibility is 
maintained the worst evils result- 
ing from government intervention 
in banking and currency control 
are avoided.” 

They say still further (p. 37): 
“ . . It is of cardinal importance 
that it should be made as difficult 
as possible for the government ito 
resort to the expedient of borrow- 
ing from the Bank, a _ practice 
which, if continued, can only lead 
to a repetition of past disasters.” 

Considering the course we have 
been pursuing in this respect, the 
following statement should cause 
us to pause and to change our 
procedure. They say (p. 28): “The 
complete independence of the 
bank is perhaps an ideal to which 
countries can only approximate in 
different degrees according to 
their state of economic develop- 
ment and the sense of responsi- 
bility inherent in their public and 
particularly their commercial 
life.” (Italics mine.) 


The experience of Germany with 
the Reichsbank, when it was 
placed under government control, 
was so disastrous that the German 
Bank Act of 1924 opened with this 
sentence: “The Reichsbank is a 
bank independent of government 
control.” 


The Brussels Conference Reso- 
lution (III) of 1920 said: ““Banks, 
and especially a bank of issue, 
should be freed from _ political 
pressure and should be conducted 
solely on the lines of prudent fi- 
nance.” The same statement was 
issued by the Genoa Conference 
in 1922. 

When the Banking Bill of 1935 
was under consideration, and the 
way was being prepared for much 
of what was happened to us in 
the form of Treasury domination 
of the Federal Reserve System, 
69 monetary economists stated on 
March 7 of that year, that “The 
lessons of central banking teach 
us that the farther a central bank- 
ing system is removed from politi- 
cal domination, the better it is for 
the country.” 

We have been operating in this 
country as though those lessons 
and warnings are of no value to 
us. Now that the picture is be- 
coming disconcerting, some lip 
service is being given to the prin- 
ciples revealed by those lessons 
and warnings. But in the main, 
the major agitation seems to be 
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for integrating monetary and fis- 
cal policy; for making fiscal policy 
the dominating instrument of eco- 
nomic and monetary control; for 
fusing tax policy, expenditure pol- 
icy. :nd barking policy into one 
policy under a central agency 
directly responsible to the Presi- 
dent: for making the Treasury the 
central banking institution for the 
banks of this country, the Treas- 
ury to carry part or all of their 
reserves and io fix the interest 
rates it will pay the banks; for 
authority on the part of the Treas- 
ury to sell its securities directly 
to the Federal Reserve banks; and 
so on. All these and similar pro- 
posals take for granted that it is 
not desirable that the Federal Re- 
serve System be free of Treasury 
domination. 


It would seem to be largely a 
waste of time, in so far as helping 
to develop plans for sound mone- 
tary and fiscal procedures are 
concerned, to discuss credit con- 
trols and the other topics sug- 
gested in the Agenda if we are 
not willing to face the importance 
of freeing the Federal Reserve 
System and banks from Treasury 
domination. When a nation is so 
far gone that its central banking 
system must be dominated by the 
nation’s Treasury, as might of 
necessity be the case if a country 
is being invaded and is rather 
thoroughly defeated, there is not 
much ground for hope regarding 
the future of the nation. It is 
largely a question of the degree 
of disaster that is to be experi- 
enced. 

One of the first things that ty- 
rannica] governments do (particu- 
larly since early in the Eighteenth 
Century) is to sack the banks py 
putting their promissory notes in 
their portfolios in exchange for 
bank notes or deposits or both. 
Hitler and Mussolini did that, as 
did the Germans, and others, in 
World War I. 

This manner of getting funds 
is not understood by the general 
public; and the banks can be 
counted upon to cooperate, partly 
for the reason, apparently, that 
they can be forced to do so and 
partly for the reason that their 
sense of responsibility toward the 
general welfare gives way in most 
cases to the desire to survive. An 
individual bank or banker can do 
little to fight off government 
domination of this type; most of 
them know that, and act accord- 
ingly. It requires a strong char- 


acter to swim against this par- . 


ticular stream. 

Good money and good banking 
are vitally important instruments 
in the welfare of a nation, espe- 
cially in time of war, That fact 
is not being recognized in this 
country in any important manner. 
The proof is revealed in part by 
the fact that we have an irre- 
deemable currency and a central 
banking system dominated by our 
Treasury, and in the further fact 
that we are making no important 
effort to rid ourselves of either 
practice. Instead, we are in the 
business of being what we like 
to call “progressive” and “modern” 
in these matters—just about as 
John Law was “modern” and 
“progressive” in essentially the 
same matters in the early Eight- 
eenth Century. 

If we are to serve the people of 
the United States well, we must 
rid ourselves of this modern John 
Lawism. We should stand by the 
lessons which we should be in- 
telligent enough to understand. 
We should oppose all ‘programs 
that place the Federal Reserve 
System and banks under the 
domination of the United States 
Treasury until the sad day arrives 
when our situation becomes so 
desperate or hopeless that there 
is nothing else left for us to do, 
and the price must be paid. 


An Erroneous Fiscal Policy 

(3) It seems clearly to be the 
official policy of the present 
United States Government that it 
should not go into the open money 


markets and compete for lenders’ 
funds as do other borrowers, and 
that it should establish artificially 
low rates for itself and use every 
possible means to enforce them. 

It is a well-established fact, that 
should have been understood by 
us, that such a policy is wrong and 
harmful in principle. At least the 
evidence on the unsoundness in- 
volved should be overwhelmingly 
clear to us by this time. The 
great decline in the purchasing 
power of the dollar, to which these 
low interest rates have con- 
tributed so much, has increased 
the costs to the government in 
rearming and otherwise and to 
the people in general far beyond 
any so-called savings which these 
low interest rates have provided. 
Artificially low interest rates, 
fixed by a government, represent 
a misuse of government power, 
and always prove costly to the 
people involved. There are no 
correct interest rates except those 
determined in free markets. 

To the evil of artificially low 
interest rates should be added the 
danger, inherent in the greatly 
depreciated dollar, that people 
may decide to turn in their secu- 
rities and to refuse to buy others 
even if given markedly higher in- 
terest rates by an Oppressive bor- 
rower. 

We should, therefore, try to find 
ways to extricate ourselves as 
quickly as possible and to the 
best of our ability from further 
pursuit of this unfortunate policy 
of artificially low interest rates. 

(4) The procedure of issuing 
Federal Reserve notes against the 
government debt seems to be ac- 
cepted in official circles as de- 
fensible. There is some discussion 
—for example, it is apparently a 
topic in the Agenda for this meet- 
ing—of plans to prevent member 
banks from using their govern- 
ment securities as a means ot 
building up their reserves at the 
Federal Reserve banks; but noth- 
ing seems to be contemplated in 
respect to terminating the un- 
sound procedure of issuing bank 
notes against the government 
debt. 

The Glass-Steagall Amendment 
of 1932 was supposed to be an 
emergency measure, But, as we 
embraced one monetary and fiscal 
fallacy after another, that Amend- 
ment finally became embedded 
(by Act of June 12, 1945) in our 
monetary laws designed to aid in 
the monetization of the Federal 
debt. 

The current acceptance of that 
procedure should be condemned 
and a recommendation should be 
made to Congress that it be ter- 
minated promptly. 

(5) Acceptance by our govern- 
ment of lavish, wasteful, profli- 
gate, and reckless spending of the 
people’s money as official gov- 
ernment policy continues. Sug- 
gestions and allegations of con- 
cerned and responsible people, in 
and out of Congress, as to how 
economies can and should be ef- 
fected, came to nothing. The Ad- 
ministration and majority of Con- 
gress, with the help of a multi- 
tude of other advocates of lavish 
spending, ignore such suggestions 
and continue on the course of dis- 
sipating our national patrimony. 

A topic on the agenda for Jan. 
31 is “Where and by how much 
can governmental expenditures be 
cut?” It is, of course, encouraging 
to see that subject listed for dis- 
cussion and it is to be hoped that 
this Committee will render a real 
service to Congress and the public 
by urging as vigorously as it can 
that Congress terminate the reck- 
less, prodigal, and inexcusable 
spending now accepted as a policy 
by our Federal Government. 


A Positive Program Dealing With 
Fundamentals 


If we are to attack in any effec- 
tive way the serious problems that 
confront this nation in the fields 
of monetary and fiscal affairs, we 
need to be correct as to funda- 
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mentals. Thereafter the mechanics 
and details of procedure might be 
debated with some profit, and 
perhaps some worthwhile recom- 
mendations could be made to the 
appropriate authorities as to how 
such recommendations could be 
fitted into, and aid in the attain- 
ment of, the fundamental aims. 
To this end the following are rec- 
ommended to this Committee: 


(1) That Congress abolish our 
system of irredeemable currency. 
This recommendation, if carried 
out, should have more far-reach- 
ing beneficial effecis than any 
other that may be made, although 
it alone could not, by any means, 
prove sufficient to put us on the 
proper course. This Committee 
might do well to call to the atten- 
tion of Congress and the Treasury 
the fact that Secretary of the 
Treasury, John Sherman, could 
not keep abreast of the subscrip- 
tions to United States bonds after 
resumption of specie payments on 
Jan. 2, 1879. Said Sherman in his 
Recollections of Forty Years in 
the House, Senate and Cabinet 
(The Werner Co., New York and» 
Chicago, 1895), Vol. II, p. 702: 
“The immediate effect of resump-- 
tion of specie payments was to 
advance the public credit, which 
made it possible to rapidly fund 
all the bonds of the United States 
then redeemable into bonds bear- 
ing 4% interest.” 

From his Vol. Il, p. 705: “My 
published correspondence shows 
that with all the efforts and 
strength of the department it was’ 
impossible to keep up with the 
subscriptions for bonds pouring 
in from all parts of the United 
States and from Europe.” 


With the purchasing power of 
the dollar, as of Jan. 23, 1951, 
down to 42.8% of the average for 
1939, it would seem that concerned 
and responsible men would stop 
and ask whether the claims of the 
advocates of a so-called managed 
irredeemable currency have not 
been proved wrong and whether 
we should not now accept the 
advice of those who ail along 
have insisted that such claims 
were indefensible and that the ad- 
vocates of such a currency were 
leading this nation into a radically 
depreciated dollar. 


If a depreciation of over 57% 
since 1939 is not enough to be con- 
vincing—and that is the greatest 
depreciation on record, up to that 
date, since we established the Fed- 
eral Reserve System in 1914—just 
how great a depreciation must be 
experienced before Congress will 
look at the facts, understand 
them, and face them? 


Are we, in this country, so 
lacking in understanding that we 
are going to provide another il- 
lustration of how a government 
and a people insist upon relearn- 
ing a very old lesson the hard 
way? We, who seem to like to 
think we are modern in our cur- 
rent monetary and fiscal policies, 
are, in principle, doing what the 
French dia at the end of the 
Eighteenth Century when they 
provided the devices for depre- ° 
ciating their currency and then 
instituted their Laws of the Max- 
imum in a futile effort to coun- 
teract the natural effects of a de- 
preciating currency. 

The fact should be faced that 
the mass of people never under- 
stand cleariy the causes or far- 
flung implications of a depreciat- 
ing currency. Their role is to suf- 
fer from it. They almost invari- 
ably advocate more and more of 
such a money. As a consequence, 
if they are to be saved from the - 
injury it inflicts on them, states- 
men must emerge who have the 
understanding, character, and abil- - 
ity to command sufficient support 
in Congress to provide the help- 
less people with an honest—that 
is, redeemable—currency, The ur- 
gent need of the of the 
United States today is for-another 
John Sherman. ue 

It is recommended: (2). That 
Congress cut the Federal budget 









sharply; that every expenditure 
that can be avoided without en- 


dangering our national security be 
deleted. 


(3) That Congress set about to 
establish the independence of the 
Federal Reserve System from 
government fiscal and debt man- 
agement policies. 

(4) That Congress repeal the 
authority of Federal Reserve 
banks to issue notes against gov- 
ernment securities. As of Nov. 
22, 1950, $10,900,000,000 of United 
States securities were held against 
Federal Reserve notes. 

(5) That Congress repeal the 
authority of the Federal Reserve 
banks to purchase government se- 
curities directly from the United 
States Treasury, but that Congress 
except and specifically provide 
for the purchase by the Federal 
Reserve banks of so-called one- 
day overdrafts or special certifi- 
eates from the Treasury issued in 
anticipation of receipts of taxes 
or from the sales of government 
securities, the maximum maturity 
of these overdrafts to be, say, ten 
days. 

(6) That Congress appoint a 
commission, composed of author- 
ities on central banking principles 
and sound principles of public 
finance, to determine what prin- 
ciples are available as guides in 
determining the extent to which 
our Federal Reserve banks can 
properly hold government secu- 


rities. Similar principles should 
be established for commercial 
banks. 


The following tentative sugges- 
tion is offered as a desirable prin- 
eiple applicable to commercial 
banks—that they be restricted in 
their purchases of government se- 
curities (Federal, state, and local) 
to an amount equal to their time 
deposits and capital accounts. On 
the basis of this principle, all com- 
mercial banks, as of Oct. 25, 1950, 
were overloaded with government 
securities to the extent of $14,- 
580,000,000—a sum greater than 
their capital accounts of $11,- 
580,000,000. 

The Federal Reserve banks pre- 
sent a greater problem because of 
the need to study what they 
should be able to acquire through 
open market operations. It would 
seem that a study of proper prin- 
ciples might lead to some such 
conclusion as the following: (a) 
That they be authorized to invest 
their capital accounts in govern- 
ment securities; (b) that they be 
enabled to purchase Treasury 
ovedrafts, as a part of the per- 
formance of their services as fiscal] 
agents of the Treasury, as outlined 
in item (5) above; (c) that they 
be enabled to make 15-day ad- 
vances to member banks against 
their promissory notes with gov- 
ernment securities used as cul- 
lateral; and (d) that a study of 
their needs in the performance of 
their proper open-market func- 
tions determine the amount of 
government securities that may 
be acquired through this channel. 

It is further recommended: (7) 
That a large portion of our Fed- 
eral debt be funded into a long- 
time debt at a rate of interest suf- 
ficiently high to induce non-bank 
savers and investors to buy and 
to hold it. Perhaps a 3% rate 
would accomplish that purpose. 
Considering the size of the debt, 
consols without any date of -na- 
turity are recommended—that is, 
a so-called permanent debt — 
these consols to be purchasable 
for retirement by the government 
whenever it has a surplus at its 
disposal. Under such a system, the 
investors would be purchasing a 
perpetual annuity. 

(8) That there be a curtailment 
of government lending at every 
point not required for our national 
protection and security. All gov- 
ernment lending institutions that 
do not come within this limit 
should be liquidated. It is the 
peoples money that is being 


loaned by our multitude of gov- 
ernment lending institutions: and 
it is the people, rather than the 
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government, that should decide 
whether or not they wish to invest 
in the enterprises to which they 
are being forced to lend without 
their knowledge or approval. 


(9) That the practice of the 
government in giving away the 
people’s wealth be ended. Where 
matters of charity arise, those who 
wish to give should be provided 
with opportunity to do so, but 
compulsion by government is not 
defensible, The so-called liberal- 
ism in government today means 
the act of being liberal with other 
people’s money. The test of lib- 
eralism, where money is involved, 
is what one gives of his own. 
Taking from another by govern- 
ment compulsion and giving away 
his substance are not acts of lib- 
eralism; that is simply legalized 
robbery. 

(10) That every possible effort 
should be made to take advantage 
of the productivity and virtues of 
private enterprise and free mar- 
kets rather than to think in terms 
of government controls which 
tend to distort, disturb, and im- 
pair productive activity. So long 
as a rise in the price for a par- 
ticular good or service induces a 
greater supply, that rise should 
be permitted to operate. When, 
in a war economy, such a rise no 
longer fulfills that function, it 
would seem thai there would be 
more gain than !oss by fixing the 
price at that point. But at ihe 
best, mistakes in price fixing ure 
bound to be made since no gov- 
ernment agency can possibly grasp 
the possible ramification of price 
fixing. 

It seems very clear that we are 
rushing into government controls 
rather than concentrating on how 
to take advantage of the great 
productivity that private enter- 
prise could and would provide if 
given the proper encouragement 
and freedom. 

(11) Finally, it is reeommended 
that we exercise care in taxing 
to finance our heavy expenditures. 
In the popular current demands 
for heavy taxation, we seem to be 
engaging in our common practice 
of pursuing a slogan without much 
understanding as to what may be 
involved. This particular slogan 
is “pay-as-yuu-go taxation.” 
Among the many implications, in- 
herent in such a policy, which 
should be considered, are the fol- 
lowing: 

We should not forget that we 
are using one form of destruction 
to counteract another—taxes to 
counteract currency depreciation. 
One of these evils may be as great 
as, or greater than, the other. 

The problems involved in trac- 
ing the shifting incidence and ef- 
fects of the various taxes that may 
be levied are exceedingly intri- 
cate and cannot be disposed of 
safely by means of a popular 
slogan dealing simply with taxa- 
tion. 

Closely related are the dangers 
involved in the use of aggregates, 
such as relating the total tax bur- 
den to total national income or 
national product. A tax that de- 
stroys enterprise at a strategic 
point may have a devasiating ef- 
fect nationally while showing lit- 
tle percentwise in some aggregate. 

Even though all these precau- 
tions be taken, there are still other 
questions that require attention—- 
for example, the wisdom of trying 
to finance all increased expenses 
out of current income considering 
the fact that past savings might 
be tapped if the government 
would rely upon market rates of 
inierest and provide the people 
better protection against currency 
depreciation, 

One of the very best steps the 
government could take in this di- 
rection is to cut every expenditure 
where possible. The various sub- 
sidy, crop control, price-parity, 
and a multitude of other unwise 
and unnecessary expenditures 
should be terminated. Unless that 
is done, the people of this country 
will probably find their desires 
to cooperate in making sacrifices 





cooled in a marked manner—aiid 
with good reason. 


itl 


Specific Observations on the 
Panel Topics 


(1) What is the role of selected 
and general credit controls? The 
lessons taught by the use of quali- 
tative credit controls—presuma- 
bly, that is what is meant by se- 
lec.ed controls—and quantitative 
controls — presumably, that is 
what is meant by general con- 
trols—are briefly the following, 
assuming that the Federal Reserve 
System is operating free of Treas- 
ury domination: 


(a) Each set of instruments has 
its proper functions; for example, 
quantitative controls, such as the 
changing of rediscount rates and 
operations in the open markets, 
should be employed when the pur- 
pose is to increase or decrease in 
a general way the ease with which 
Federal Reserve and member 
bank credit may be obtained. Such 
instruments are inappropriate for 
use when the purpose of the Fed- 
eral Reserve banks is to direct 
credit into or out of certain fields 
of activity. The latter is the prov- 
ince of qualitative (or selective) 
controls. 

(b) Regarding the effectiveness 
of both quantitative and qualita- 
tive controls, the following gen- 
eralization seems accurate: Some- 
times an instrument may be high- 
ly effective; sometimes highly in- 
effective; often iis effectiveness is 
difficult to determine witn any 
precision. 

(c) These instruments do not 
operate in a vacuum. When any 
one, Or more, of them is put into 
effect, it is operating on, and 
among, forces that tend to nulliiy 
or to aid its success. 

(d) It seems reasonable to as- 
sume that, if the Federal Reserve 
authorities were freed from Treas- 
ury domination, those authorities 
have accumulated sufficient ex- 
perience over the years to provide 
highly reliable guidance as to 
how and when to use the dozen 
or so instruments of control at 
their disposal. 

(e) It also seems reasonable to 
suppose that if the Federal Re- 
serve authorities are to be domi- 
nated by Treasury policy they 
cannot properly be expected to 
use their instruments of control 
wisely or effectively. 

(2) Debt management require- 
ments. As a general principle, the 
debt should be kept as small as 
possible. But there are always 
various considerations that affect 
this principle: For example, there 
is the degree of destructiveness 
involved in the taxation necessary 
to balance the budget or to yield 
a surplus; there is the urgency 
of the need for Federal spending. 

The so-called theory of com- 
pensatory Federal spending, of 
which there has been so much 
discussion in recent years, has 
proved its futility since lavish 
Federal spending and deficits have 
shown in the main the one charac- 
teristic of persistence. 

The advocates of the theory 
have overlooked another most 
fundamental fact—namely, that a 
dollar in the hands of the man 
who earned or owned it is a much 
more valuable dollar than is the 
dollar taken by a government that 
is free of the venalties exacted 
in private enterprise by the 
squeezes of costs on selling prices, 
and for inefficiency and mistakes 
in judgment. 

Still further and above all, the 
compensatory theory, if made-ef- 
fective, would require a central- 


ized planning agency with the 
power to act—and this would 
mean government dictatorship. 


Congress would be compelled to 
abdicate and to place its Consti- 
tutional duties and prerogatives 
in the hands of this central plan- 
ning and enforcement agency with 
practically absolute power over 
the nation’s fiscal and monetary 
affairs. In short, such a theory is 
completely out of place in this 


country. It is an evil shibboleth 
of the advocates of government 
totalitarianism despite their asser- 
tions to the contrary. 


As outlined above, as much as 
possible of the Federal debt 
should be funded, and driven from 
the commercial banks. 


(3) Interest rates. These should 
be determined in a free market. 
No borrower should be enabled to 
tell qa lender what he shall be 
paid for his loan. To permit that 
is to permit dictatorship. The 
lender, by the same sc.andard, 
must be free to ask his price for 
lending his funds, and, if his terms 
are not met, to withhold his funds 
until he gets what he is willing 
to take. Every departure from 
prices determined in a free mar- 
ket involves dictatorship, and that 
is in general an evil element 
where treedom is valued and is 
to be protected. Some exceptions 
to this generalization—exceptions 
that are more apparent than real 
—exist, for example, when a gov- 
erment fixes a monetary standard 
of value and various other meas- 
uring units, provides for patents 
and copyrights, regulates the rates 
of public utilities, and so on. But 
the basic generalization should be 
our guide if we are to minimize 
government dictatorship. 


(4) Can segments of public debt 
be sterilized so that government 
debt will not be used as reserves 
for private expansion? Such ac- 
tion is by its nature an act of 
government dictatorship and of 
bad faith. If people or institutions 
invest in government securities, 
reason suggests that they be per- 
mitted to make the best possible 
use of that investment as they 
would have done with the funds 
so invested. It is improper for 
commercial banks to engage in 
the business of acquiring frozen 
assets. And calling frozen asscts, 
in the form of frozen securities, 


“special reserves’ does not alter 


the fact that they are still frozen 
assets "and not 1eserves—that is, 
they are not reserves if the word 
“reserve” is to be used in any 
proper sense. 


The solution suggested above is 
eminently more sensible and de- 
fensible that any of the so-called 
“security reserve’ schemes that 
have been offered—namely, that 
principles be established as to the 
amount of government securities 
commercial banks may hold, after 
which such banks should be free 
to sell such securities in the open 
market as their interests suggest 
and to use them as collateral for 
their promissory notes as they 
seek advances from the Reserve 
banks. The Federal Reserve banks 
have ample authority under which 
to refuse to make such advances 
should such refusal seem desir- 
able to the Federal Reserve au- 
thorities. This sort of arrangement 
should give the Federal Reserve 
authcrities ample room to exer- 
cise properly their responsibilities 
as our central agency for credit 
control. 


Certificates Placed 
By Kuhn, Loeb & Go. 


General American Tiansporta- 
tion Corp. announced on Feb. 2 
that it has negotiated through 
Kuhn, Loeb & Co., the sale ot 
$8,347,500 equipment trust cert.f- 
icates, series 47, to a small group 
of institutions. Of the total, 
$4,200,000 principal amount was 
delivered on Nov. 1, 1950, and tne 
balance ‘of $4,147,500 principal 
amount on Feb. 1, 1951. 

The certificates will mature se- 
rially in quarterly instalments to 
and including Nov. 1, 1970. Ma- 
turities to and including Nov. 1, 
1958, bear dividends at the rate 
of 254%, the balaree at a rate ol 
345%. 

The equipment covered by the 
trust consists of 1,190 new tank 
cars and 11 new hopper Cals. 
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Hirsch & Co. Group 
Underwrites Offering 


General Instrument Corp. is of 
fering 121,715 shares of $1 par 
value common stock to common 
stockholders on the basis of one 
additional share for each four 
shares held, at $9.50 per share. 
Warrants evidencing the right te 
subscribe to these shares expire 
on Feb. 21, 1951. in addition te 
shares covered by the warrants, 
each holder is entitled to sub- 
scribe at the same price for any 
additional shares covered by war- 
rants which are not exercised. 


An underwriting group headed 
by Hirsch & Co. and including 
M. M. Freeman & Co. Ine, 
Emanuel, Deetjen & Co., and 
Butcher & Sherrerd will purchase 
any shares of the common stock 
not subscribed for by commom 
stockholders. 


Net proceeds from the sale of 
these shares will be added to the 
company’s general funds and use@ 
primarily to reimburse the com- 
pany for expenditures made an@ 
to be made in connection with the 
acquisition of additional plant fa- 
cilities, and the acquisition of nec- 
essary equipment to be required 
in the operation of these facilities. 
It is presently estimated the $650,-- 
000 will be used for these pur- 
poses. Balance of the net proceeds 
will be used as additional work- 
ing capital and for expansion of 
the company’s volume of business, 

General Instrument Corp. ha 
since its inception, been engage 
in the manufacture and produc- 
tion of radio components. More 
recently the company also has 
been engaged in the manufacture 
and production of television com- 
ponents. The company has iwo 
wholly owned subsidiaries, Gen- 
eral Instrument & Appliance Corp. 
and the F. W. Sickles Co. 


Milwaukee Bond Club 
Annual Meeting 


The Annual Meeting and elec- 
tion of officers of the Milwaukee 
Bond Club wil be held Wednes- 
day evening, Feb. 21, 1951, at the 
Elks Club in the Mezzanine Room. 

The following Nominating Com-- 
mittee has been appointed to 
name a ticket for the coming year: 

Robert W. Haack, Chairman, 
Robert W. Baird & Co.; Charles 
W. Gerlach, Charles Gerlach & 
Co.; Frederick A. Newton, Loewa 
& Co.; Rolland A. Barnum, Mer- 
rill Lynch, Pierce, Fenner & 
Beane; August L. Engelke, A. C. 
Best & Co. 

The following nominations have 
been made for officers: 

President: Matthew H. Pahle, 
A. C. Allyn & Co.; Vice-President: 
Otto J. Koch, Jr., The Marshal 
Company. 

Board of Governors: Charles W. 
Gerlach, Charles Gerlach & Co.; 
August L. Engelke, A. C. Best & 
Co.: William Riley, Riley & Co.; 
Harold A. Francke, The Mil- 
waukee Company; Brenton H, 
Rupple, Robert W. Baird & Co.; 
H. Schuyler French, Marshall & 
Ilsley Bank. 

Additional candidates may be 
submitted by petition of five or 
more members, such petition to 
be in the hands of the Secretary- 
Treasurer at least two weeks be- 
fore the annual meeting. 

Two important amendments i9 
the constitution and by-laws also 
will be acted upon at the meet~ 
ing. The present constitution 
limits membership to investment 
firm men residing in Milwaukee. 
It is proposed to. broaden the ter~ 
ritory so that iivestment men im 
the State of Wisconsin may be- 
come eligible for associate mem- 
bership, and also to increase the 
membership limit which at pres» 


ent is 150. ‘ 
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Continued from page 21 


Banks, Inflation and Defense 


added to the money supply which 
under certain conditions will per- 
mit increases in commodity 
prices. There are other important 
factors in your individual loan 
decisions. Your institutions are 
subject to competitive pressures. 
Also, you have longstanding com- 
mitments for lines of credit which 
are a fundamental part of the 
banking system. With _ these 
forces brought to bear on your 
lending operations, it requires a 
high degree of judgment and self- 
restraint to conduct your lending 
operations under today’s condi- 
tions in the best interests of your 
borrowers, your banks and in the 
general welfare. 

The money supply of the United 
States rose during 1950 by the 
huge peacetime total of over $6 
billion. This meant that the pub- 
lic had that many more dollars to 
spend, and they did spend them. 
Since the volume of production 
could not increase rapidly enough 
the main result has been the price 
increases which I have mentioned. 
Now we have in prospect a com- 
plication due to the growing level 
of defense production, which will 
inevitably reduce the volume of 
goods for civilian purchase al- 
though the money supply in 
civilian hands will not be reduced 
and in fact probably will in- 
crease. 

The entire increase in the 
money supply was due to an ex- 
pansion in bank loans’ which 
amounted to an alltime record of 
$9.7 billion at all commercial 
banks in 1950. Business loans 
expanded $5 billion and real es- 
tate and consumer loans at banks 
expanded about $242 billion each. 

Now it is important that we, as 
merchants of credit, understand 
how our product operates. Let us 
look at the relationship between 
price increases and the rise in the 
money supply. Prices rose from 
7% to 8% in consumer goods at 
retail to 50% for basic commodi- 
ties. The composite of all prices 
may have risen 10%; but the 
money supply rose only 4%. The 
remainder of the increase in 
prices was made possible by a 
more active use of existing bank 
deposits. In other words, the 
turnover of deposits rose sharply 
during the past few months, 


Here again the explanation goes 
back to the lending operations of 
the banks. Dollars created by 
bank loans are very active dol- 
lars. This is easily explained, for 
the interest cost to the borrower 
causes him to use his bank bal- 
ance as efficiently as possible, to 
borrow as little as possible, and to 
pay off his loan as soon as possi- 
ble. Thus, not only his borrowed 
funds, but his entire deposit ac- 
count is used actively during his 
period of indebtedness. Increases 
in bank loans in the past several 
months have acted in two ways on 
the price level: first, they in- 
creased the money supply and 
second, since the deposit dollars 
must have been urgently needed 
to cause the great loan expansion, 
they turned out to be very active 
dollars, thus contributing to fur- 
ther increases in prices. 


Recognizing the effect that 
credit expansion was having on 
prices, the commercial banking 
system and the central banking 
authorities have been gravely 
concerned and have strenuously 
attempted to hold bank loan ex- 
pansion and consumer credit in 
check. The problem has been 
forcefully brought to the attention 
of banks and the public through 
letters and statements from super- 
visory authorities,;“and from the 
American Bankers’ Association 


and most State bankers’ associa- 
tions. Under the leadership of 
the American Bankers Associa- 


tion, a National Credit Conference 
was held last month in Chicago, 
at which meeting the entire bank 
credit expansion problem was 
carefully explored. 


Federal Reserve Actions 


The Federal Reserve System 
has taken direct action in a num- 
ber of ways. The discount rates 
at Federai Reserve taiuks have 
been increased by % of 1%, and 
this was followed by a moderate, 
but general, increase in lending 
rates at commercial banks. 
Short-term money rates in the 
government security market have 
been allowed to rise somewhat. 
A consumer credit regulation has 
been issued. (Partly as a result 
of this regulation, consumer credit 
expansion almost ceased in Oc- 
tober and November, the latest 
months for which estimates are 
available.) With the concurrence 
of the Federal Housing and Home 
Finance Agency a real estate 
credit regulation has been im- 
posed. Starting in January, 
member banks are called upon to 
carry somewhat higher reserves 
at the Federal Reserve Banks. 

While many of you are asso- 
ciated with nonmember banks, I 
am sure you will be interested in 
some of the Reserve Board think- 
ing in the matter of the recent 
increase in reserve requirements. 
It is a common statement that a 
move of that sort is futile, for 
member banks merely sell gov- 
ernment securities in the market 
and the Federal Reserve Banks 
buy an equal amount of govern- 
ment securities to maintain an 
orderly government bond market. 
Thus, member banks lose a cer- 
tain amount of their earning 
assets in order to build up reserve 
balances at the Federal Reserve 
Banks, but without any real effect 
in tightening credit. 

This line of reasoning deserves 
closer examination. An increase 
in reserve requirements is a 
double-barreled weapon. First, 
it requires member banks to 
maintain larger balances with the 
Federal Reserve Banks. Second, 
the credit multiplier is reduced. 
In other words, the amount of 
bank deposits which can be built 
on the basis of a dollar of ré- 
serves is lessened as the reserve 
requirements rise. Thus, if bank 
credit expansion creates more 
bank deposits, a larger share of 
the new deposits is immobilized 
in the form of Federal Reserve 
balances. 

So much for theory. There are 
also practical elements to be con- 
sidered. If the hunters among 
you will excuse the pun, both 
barrels of this weapon are partly 
choked but not entirely closed. 
Even with $53 billion government 
securities in member banks which 
theoretically could be sold to the 
market to obtain reserves, it is 
probable that these government 
securities are not evenly dis- 
tributed; some member banks 
might find it necessary to use 
other means of obtaining the ad- 
ditional reserves required. Other 
banks may not wish to distur» 
their investment portfolios and 
may prefer to let some of their 
loans run off instead. Still others 
may be faced with the sale of 
government securities at prices 
slightly lower than the price at 
which the banks purchased them. 
It is almost a certainty that the 
latter condition will be found in 
many banks in view of the mod- 
erate rise in short-term money 
rates which occurred last fall. 
That the increased reserve re- 


quirements’ have some effect was 
evidenced by the prompt increase 
of % of 1% in the prime com- 
mercial loan interest rate at New 
York banks, 
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In a broader way, the announce- 
ment of an increase in reserve 
requirements tells the public that 
in the judgment of the Board of 
Governors of the Federal Reserve 
System, overall credit restraint is 
in the public interest. 

Now, a word as to the timing 
of the increase in reserve re- 
quirements. Last fall it was 
recognized that if the tool was to 
be used a logical time would be 
in January. After Christmas 
there is a tremendous return flow 
of currency from stores into bank 
deposits and from banks _ into 
their reserve accounts at the Fed- 
eral Reserve Banks. In the first 
two weeks of 1951, this return 
flow of currency totaled $500 mil- 
lion and the movement will 
probably continue for another 
five or six weeks. Secondly, de- 
posits ordinarily shrink in the 
January-March period as loans 
are paid off due to the completion 
of autumn and Winter business. 
In 1950, the deposit decrease at 
member banks was about $5 bil- 
lion and in the preceding three 
years it was that much or more 
in every year. The decrease in 
deposits reduces the requirements 
for reserves. With reserve re- 
quirements being reduced and 
available reserves being increased 
by the return flow of currency, 
member banks would have a large 
amount of funds available for 
either investment or loan expan- 
sion. The increase in reserve 
requirements will immobilize 
these funds. There should be a 
minimum of sale of investments 
by member banks and _ security 
purchases by the Federal Reserve 
Banks. 

I cannot leave the subject of 
reserve requirements without a 
word of appreciation to the New 
York State Banking Department 
for their splendid cooperation 
with the Federal Reserve System. 
For several years now your State 
Banking Department has cooper- 
ated to the fullest extent with 
the Board in its efforts to fit 
changes in reserve requirements 
to changes in the underlying eco- 
nomic situation, 


Bank Loans at Peak 


So much for the history of the 
recent past. We find ourselves 
today with bank loans at a peak. 
During the past week total loans 
had their first sizable decrease in 
many months, Perhaps this is the 
beginning of the seasonal de- 
crease which is certainly about 
due. However, I do not believe 
that we, as partners in the bank- 
ing system, can breathe a sigh of 
relief and say, “Well, it is over 
now and we can forget the epi- 
sode.” The total of loans is still 
very high, and we must look for- 
ward to the next phase of our 
problem; namely, to collect-the 
loans On schedule and not let the 
borrowed funds be used for other 
purposes. In this connection, I 
am thinking of the case of a 
country banker who recently told 
me that a hardware merchant in 
his town failed to repay the 
money which he had borrowed to 
purchase refrigerators, but used 
the money instead to buy a car- 
load of furniture. I wonder to 
what extent bankers may, with- 
out their sanction, be entering 
such a partnership with their bor- 
rowers? 


A careful check of the loan ex- 
pansion at a number of the largest 
banks in the country just before 


Thanksgiving indicated that the 
lion’s share of the loan expansion 
was due to the financing of raw 
farm products, grain, tobacco, 
cotton, etc., either directly or 
through the purchase of those 
products by industry. Since these 
crops come on the market only 
once a year, it should follow that 
loan liquidation should accompany 
the disposal and consumption of 
these crops. In other words, we 


should be able to eat, smoke and 
wear our way out of that part of 
the loan bulge which occurred 
last fall. 

In addition to an alert collec- 
tion policy, bankers and other 
lenders should and will continue 
to screen their loans. In this 
connection I am sure that you 
have all heard of the program of 
voluntary agreements to restrain 
credit which was authorized by 
the Defense Production Act of 
1950. A competent committee of 
commercial bankers and repre- 
sentatives of life insurance com- 
panies and investment. banking 
houses has been meeting in New 
York City to try to work out a 
plan which will meet the require- 
ments of the Attorney General 
and the Federal Trade Commis- 
sion and will afford a means 
whereby lending institutions of 
all kinds can work jointly in the 
public interest. It is too early to 
Say what form the _ voluntary 
agreements may take, but it is 
hoped that as a very minimum 
the committee may produce a 
statement as to the kinds of loans 
which are more desirable and 
those which are less desirable 
during the present period of the 
defense effort. A sort of ladder 
of priorities might be devised. As 
one banker put it, loans might be 
classified as black, white, or 
gray. Those in the black classi- 
fication should not be made under 
present conditions even though 
creditwise they are sound. Those 
in the white category have to do 
with defense and should obviously 
be made. The gray area should 
be reduced to a minimum by care- 
ful definition. May I suggest that 
an important part of the program 
of making the voluntary credit 
restraint agreement work is to 
review your unused lines of credit 
in the light of the principles of 
the agreement. I know that 
these credit commitments come 
up for review periodically and at 


the time of these reviews it would 
seem..a strategie time to discuss 
with your customers the changing 
policy forced by the growing de- 
fense effort. 

Such a national pronouncement 
by representatives of the leading 
types of financing institutions 
must obviously be interpreted in 
the light of local conditions. You 
will be interested to know, if you 
do not already, that representa- 
tives of New York City banks 
have been working in close col- 
laboration with the committee. 
You are fortunate to have near at 
hand correspondent bankers who 
can advise you not only as to the 
broad intent of this program of 
voluntary cooperation to restrain 
bank credit, but who will be glad 
to sit down and discuss specific 
standards in the light of individ- 
ual bank and customer require- 
ments. 


I cannot close this address 
without referring again to the 
broader aspects of inflation con- 
trol during the protracted period 
of defense preparation with which 
we are faced. Every citizen has a 
responsibility in this matter, both 
personally and through his in- 
fluence on his associates. Bank- 
ers, as community leaders, have a 
particular privilege and responsi- 
bility. This is not alone in the 
field of loans and collections, but 
to work for sound anti-inflation- 
ary policies in other governmental 
and commercial fields. It is im- 
portant to reduce inflationary 
pressures both to keep the cost of 
defense at the lowest possible 
level and to insure the future 
purchasing power of Our savings, 
our insurance and our bonds. 
Finally, the preservation of the 
buying power of the dollar will 
permit it to stand before the 
world as a bulwark of stability 


and as an important heritage for 
those who come after us in our 
own country. 
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A New Era for Hotels 


consultant organizations as Harris, 
Kerr, Forster & Co. and Horwath 
& Horwth. No other factor is more 
reassuring as the outlook for the 
industry is viewed at the begin- 
ning of the second half of the 
Twentieth Century. 

Strange as ii may seem, the 
hotel industry lagged behind alli 
other industries in up-to-date 
methods of operation. Hotel oper- 
ators seemed to feel that, because 
of the service nature of the in- 
dus‘ry, modern industrial methods 
could not be applied to hotel 
operation. Not until recent years 
has the utter fallacy of this view- 
point been convincingly demon- 
strated. During these years the 
industry has applied in its oper- 
ations time and method studies, 
job analysis, job standards, safeiy 
programs, budgetary control and 
pricing programs, 

The benefits of these have been 
clearly mirrored in operating 
statements. All have resulted in 
better production factors. The in- 
troduction of safety programs, for 
instance, has brought about sharp 
reduction in insurance costs. Job 
analysis has resulted in important 
increase in employee productivity. 
Critical study of available public 
space in the ho’el has produced 
far more profitable utilization. 
Benefits have been witnessed all 
along the line. 


Pricing Policy Revamped 
In the matter of pricing policy, 
also, the hotel industry has made 
big strides in recent years. A hotel 
room is a most perishable prod- 
uct. The vacant room of last 


night is an irretrievable loss. It 
may be rented tonight, but the 
dollar loss suffered last night can 
never be recouped. The hotel in- 


dustry in recent years has rec- 
ognized the necessity for basing 
room pricing policies upon aver- 
age occupancy. It has come to 
understand that a normal vacancy 
of 10% should be included in the 
charges for the remaining 90%. 
The industry now is operating 
on the time-tested truth that there 
is no such thing as a free lunch. 
It has raised its prices to meet 
increased iabor costs. It has ele- 
vated beverage prices to absorb 
increased liquor costs. It has 
moved up food prices to meet in- 
creased wholesale food prices. 


The Break-Even Point Bugaboo 


No phase of hotel operation is 
mere misunderstood by the in- 
vestment fraternity than the mat- 
ter of occupancy rates in relation 
to break-even points. However 
illogical in coneept and however 
much refuted, the idea seems to 
persist that the hotel’s room oc- 
cupancy must be maintained at a 
high rate if red ink operating re- 
sults are to be escaped. The view 
that a room occupancy rate of 
80% is a rigid break-even point 
of a hotel was widely dissemi- 
nated when World War II came 
to an end; and this cliche became 
common patois among those who 
discussed hotel operations. 


Because of this erroneous be- 
lief, many professional investment 
people at that time took a dim 
view of the outlook for the hotel 
operating results. Their forecasts 
were very pessimistic. They main- 
tained that the war was over, the 
peak had been reached, business 
recession and unemployment 
would spell reduced hotel patron- 


age, and room occupancy would 
slump below supposedly inflex- 
ible break-even points. How 








wrong they were in their view 
of room occupancy rates relative 
to break-even points has been 
demons.rated convincingly in ac- 
complishments of the hotel indus- 
try in the intervening years. 
Obviously, it is impossible to 
ascribe to the hotel industry as a 
whole a given break-even poiut. 
A hotel's room occupancy rate is 
not the sole determinant of proi- 
its. If the business is operated in- 
telligently, the break-even point 
declines. Every hotel is different. 
The break-even point of the 
Palmer House in Chicago, with its 
nearly $1,000,000 of ground floor 
store rentals, might conceivably 
operate profitably if all of the 
rooms were vacant. The Stevens, 
purchased at a low price, aiso en- 
joys a low break-even point, 
whereas the Plaza in New York 
City, with its high overhead, 
luxury-type operation, has a 
break-even point of about 70%. 
At any rate, these are some of 
the misconceptions with which the 
investment fraternity views the 
hotal industry. They are manifest 
in the low prices and high yields 
prevailing today for hotel com- 
pany securities. These prices and 
yields indicate the lack of recog- 
nition of the vast change for the 
better that has taken place in the 
hotel industry during the past 20 
years. And they suggest a failure 
to appreciate the broad demand 
for hotel accommodations in 
prospect for the rearmament 
economy which lies ahead, These 
basic factors which are not gen- 
erally comprehended by the in- 
vesting public, have made the 
hotel industry a fundamentally 
sound fiela for investment. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Interest of the late Joseph M. 
Ryan, limited partner, in Bache & 
Co., ceased Jan. 31. 

Interest of the late J. Hegeman 
Foster, limited partner, in Foster 
& Adams, ceased Jan. 11. 

Interest of the late Samuel f. 
Karger in Rothschild & Co., ceased 
Jan. 31. 

Charles H. Stephens and J. Fred 
Schoellkopf, IV, limited  part- 
ner, retired from partnership in 
Schoellkopf & Co., Dec. 31. 

Interest of the late George D. 
Cronin in Dean Witter & Co., 
ceased Jan. 31. 

Transfer of the Exchange mem- 
bership of Clinton S. Lutkins to 
J. Robinson-Duff, Jr., will be con- 
sidered by the Exchange on 
Feb. 15. 

Transfer of the Exchange mem- 
bership of Arthur H. Merrill to 
Vernon H. Brown, Jr., will be con- 
sidered by the Exchange Feb. 15. 

Transfer of the Exchange mem- 
bership of the late William B. An- 
derson to Morton M. Gerson will 
be considered by the Exchange 
on Feb. 15. 


Strauss Bros. Resumes 
: 5 fs s 66 59 
Activity in “Street 

Abraham Strauss has resumed 
his investment business from of- 
fices at 42 Broadway, New York 
City, under the name of Strauss 
Bros., Inc. Mr. Strauss began his 
career in Wall Street in 1922 with 
the old firm of Logan & Bryan, 
forming Strauss Brothers in 1933. 
He was recently associated with 
Joseph Faroll & Co. and Morris 
Cohon & Co. 


Dammes, Koerner, McMann 


Raymond A. McMann, member 
of the New York Stock Exchange, 
on Feb. 1 became a partner in 
Dammes & Koerner, 36 Wall 
Street, New York City, members 
of the Exchange, and the firm 
hame was changed to Dammes, 


Koerner & McMann. 
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The State of Trade and Industry 


an all-time high. Last year’s total of new business incorporations 
Was 92,925, comparing with 85,491 in 1949, or an Secatens a 8.7%. 
The 1950 total of 92,925, however, was 3.3% less than the 96,101 
for 1948; 17.5% less than the 112,638 for 1947; and 30.1% below 
the record number of 132,916 for 1946. 


Construction expenditures during January fell 7% below 


December of last year levels but were runnin ially 
of the initial 1950 month. sare eee en 


Steel Output Declines This Week Due to Rail Tie-Up 


Steel people will be struggling for many weeks to unsnarl the 
production and shipping mess caused by the rail tie-up, according 
to “‘The Iron Age,” national metalworking weekly, in its current 
summary of the steel trade. Production schedules have been shat- 
tered; movement of vital raw materials has been blocked; and fin- 
ished steel urgently needed by manufacturers has been frozen in 
the yg my yards. 

o tar more than 100,000 net tons of steel have bee 
because of the wildcat rail strike. It cannot be made up vate 
date because the industry is straining its productive equipment 
almost to the breaking point to meet the double-barreled demand 
of military and civilian users. 

Consumers hit quickest and hardest by the rail strike were 
those depending on current steel shipments to keep their opera- 
tions going. Although every possible priority was given to snip- 
ments of defense (DO) orders, some of these were delayed too. 
Meanwhile steel people engaged every available truck in an effort 
to deliver the growing stack of finished steel backing up in their 
shipping departments, this trade paper states. 

King Winter also blew freezing breath on steel output during 
the past week. In the Pittsburgh area the cold forced gas com- 
panies to curtail deliveries to numerous industrial plants. As a 
result at least three steel companies lost production. 

: Meanwhile, this trade authority adds, the amount of steel 
going into detense and essential civilian programs is snowballing. 
Percentage of total output going into these directed uses varies 
among products and companies. There is widespread feeling among 
steel producers that they have almost reached the saturation point 
on plates, carbon hars, structurals and sheets. Some steel com- 
panies report as much as 50 to 70% of these products are cur- 
rently being booked for directed programs. 

Steel conversion arrangements face no peril from government 
curtailment—at least for the present. Government officials obvi- 
ously are influenced by the fact that total steel output is now 
getting a healthy boost through the activity of resourceful con- 
verters. In one instance a government agency actually urged a 
steel consumer now getting steel as an essential civilian user to 
augment its steel supply through a conversion arrangement. The 
consumer shied away from the arrangement because of the cost, 
“The Iron Age” concludes. 


The American Iron and Steet Institute announced this week 
that the operating rate of steel companies having 93% of the 
steelmaking capacity for the entire industry will be 96.7% of 
capacity for the week beginning Feb. 5, 1951, based on the indus- 
try’s increased capacity of Jan. 1, compared to a rate of 101.3% 
a week ago, or a decline of 4.6 points. 


This week’s operating rate is equivalent to 1,933,100 tons of 
steel ingots and castings for the entire industry, compared to 
2,025,000 tons a week ago. A month ago the rate was 99.1% and 
production yielded 1,980,800 tons; a year ago it stood at 91.5% and 
amounted to 1,744,200 tons. 


Electric Output Rises to New Historical High Level 


The amount of electrical energy distributed by the electric 
light and power industry for the week ended Feb. 3, 1951, was 
estimated at 7,099,385,000 kwh., according to the Edison Electric 
Institute. 


The previous all-time high record of 7,032,740,000 kwh. was 
established in the week ended Dec. 23, 1950. 


The current total was 129,819,000 kwh. higher than that of the 
previous week, 1,037,290,000 kwh., or 17.1% above the total output 
for the week ended Feb. 4, 1950, and 1,320,909,000 kwh. in excess 
of the output reported for the corresponding period two years ago. 


Carloadings Show Mild Gains for Week 


Loadings of revenue freight for the week ended Jan. 27, 1951, 
totaled 784,185 cars, according to the Association of American 
Railroads, representing an increase of 4,369 cars, or 0.6% above 
the preceding week. 

The week’s total represented an increase of 148,251 cars, or 
23.3% above the corresponding week in 1950 when loadings were 
reduced by restricted coal mining operations, and an increase of 
104,883 cars, or 15.4% above the comparable period of 1949. 


Auto Output Adversely Affected by Rail Strike and 
Industry Labor Disputes 


Combined motor vehicle production in the United States and 
Canada the past week, according to ““Ward’s Automotive Reports,” 
totaled 152,721 units, compared with the previous week’s total of 
167,869 (revised) units and 127,428 units a year ago. 

Total output for the current week was made up of 114,266 
cars and 28,677 trucks built in the United States and a total of 
7,110 cars and 2,668 trucks built in Canada. 

For the United States alone, total output was 142,943 units, 
against last week’s revised total of 158,316 units, and in the like 
week of the last year 120,061. Canadian output in the week totaled 
9.778 units compared with 9,553 units a week ago and 7,367 units 
a year ago. 


Business Failures Show Substantial Decline 


Commercial and industrial failures declined to 159 in the 
week ended Feb. 1 from 193 in the preceding week, Dun & Brad- 
street, Inc., reports. While casualties were lower than a year ago 
when 199 occurred, they remained slightly above the 145 recorded 
in the comparable week of 1949. Failures were only one-half as 
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numerous as the total of 318 for the similar week of prewar 1939. 

Casualties involving liabilities of $5,000 or more declined to 
123 from 143 last week and were down considerably from the 
162 of this size in 1950. Among smal! failures, those with liabili- 
ties under $5,000, there was also a decrease, to 36 from 50, but 
they were about the same as a year ago when 37 occurred. 

Except for an increase in manufacturing to 33 from 26, all 
industry and trade groups had a decrease in mortality. In manu- 
facturing, failures equalled the 1950 total, but ail other groups 
had fewer casualties than last year; a marked drop appeared in 
wholesale trade and a mild one in retailing. 


Wholesale Food Price Index Touches New 30-Month High 


Nineteen of the 31 commodities included in the Dun & Brad- 
street wholesale food price index advanced last week with only 
two showing declines. The index for Jan. 30 rose 9 cents to stand 
at $7.17, a new high since Aug. 10, 1948, when it was $7.18, and 
a gain of 20.3% over the pre-Korean level of $5.96. It compared 
with $5.79 on the corresponding date a year ago, or an increase 
of 23.8%. 

The index represents the sum total of the price per pound of 
31 foods in general use and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Attains 
New Record High 


Uncertainty over impending price controls and the announce- 
ment by the ECA of the general wage-price freeze order late on 
Friday resulted in nervous and irregular movements in leading 
commodity markets last week. Pending further details and clari- 
fication of the order, trading in most commodity futures markets 
was suspended on Saturday and Monday. The daily wholesale 
commodity price index, compiled by Dun & Bradstreet, Inc., rose 
to a new all-time high of 326.61 on Jan. 30, influenced largely by 
higher prices for grains and livestock which as yet are not affected 
by the freeze order. The latest index compares with 523.65 on 
Jan. 23, and with 246.95 on the corresponding date a year ago. 

Grain markets were unsettled with trends irregular; prices 
turned sharply upward in closing sessions. 

Wheat rose to new high ground since April, 1948, while other 
grains reached new high levels for the season. 

Some buying of wheat resulted from reports of possible dam- 
age to winter wheat due to zero weather in parts of the South- 
west. Considerable export business in wheat was reported during 
the week. Stocks of wheat in all positions as of Jan. 1 were re- 
ported at 998,000,000 bushels, the third largest on record, Trading 
in grain futures on the Chicago Board of Trade was less active 
last week, totaling only 216,759,000 bushels, or a daily average of 
36,000,000 bushels. The latter compared with 42,000,000 bushels 
the previous week, and 25,000,000 a year ago. 

Domestic flour bookings remained in small volume with trad- 
ing restricted by prevailing uncertainties, rumors of peace pro- 
posals, and the fact that most users had substantial stocks on hand. 
Cocoa was active and strong. Daily price changes on the New York 
Cocoa Exchange were limited to 10 points at the close of the week, 
as-compared with normal daily fluctuation limits of 100 points. 
After early weakness, lard prices developed considerable strength 
following the actual freeze order. The Army purchased 3,000,000 
pounds of lard last week, and is expected to take 7,000,000 pounds 
of the cash article this week. In the Chicago livestock market, 
hog values advanced to a four-month peak on diminished receipts, 
while lambs went to new high levels for all time. Cattle showed 
some easiness on the announcement of a rollback of hide prices. 

Following the issuance of the wage-price freeze order on 
Friday of the preceding week, trading in cotton was suspended on 
the exchanges at New York, New Orleans, and Chicago. 

The markets remained closed on Monday and Tuesday of last 
week pending clarification of the order. Earlier in the week, 
prices advanced to new record highs but subsequently turned 
easier and finished slightly below a week ago. 

Reported sales in the ten spot markets dropped to 178,900 
bales, from 181,300 the week before and 260,500 in the same week 
last year. Business in cotton textiles came to a virtual standstill 
as traders took time out to study the freeze order. 


Trade Volume Continues at High Level Due in Part to 
Anticipatory Buying 

Despite the recent inauguration of price stabilization in some 
lines, consumer purchasing continued to rise somewhat during the 
period ended on Wednesday of last week. Total retail dollar vol- 
ume was markedly above the level for the comparable week a 
year ago, according to Dun & Bradstreet, Inc., in its current review 
of trade. The general prevalence of anticipatory buying was 
deemed responsible for some of the increased buying. 

Total retail dollar volume in the period ended on Wednesday 
of last week was estimated to be from 11 to 15% above the level 
of a year ago. Regional estimates varied from a year ago by the 
following percentages 

New England, East and Southwest +11 to +15; South and 
Northwest +12 to +16; Midwest +13 to +17; and Pacific Coast 
+10 to +14. ; 

Wholesale ordering continued to increase moderately in the 
week as many dealers throughout the country became concerned 
with anticipated inventory shortages. The over-all value of orders 
was appreciably above the level for the corresponding week in 
1950. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended Jan, 27, 
1951, advanced 25% from the like period of last year. This com- 
pared with an increase of 31% in the previous week and 32% for 
the four weeks ended Jan. 27, 1951. For the year to date depart- 
ment store sales registered an advance of 5%. 

Retail trade in New York last week advanced slightly above 
the level of the corresponding week a year ago, but indications 
point te a tapering off of recent large percentage gains. 

According to the Federal Reserve Board's» index, department 
store sales in New York City for the weekly period to Jan. 27, 1951, 
advanced 20%. from the like period of last year. In the preceding 


week an increase of 25% (revised) was registered above the simi- 
lar week of 1950. For the four weeks ended Jan, 27, 1951, an in- 
crease of 26% was recorded over that of a year ago, and for the year 
to date. volume advanced 2% from the like period of last year. 
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As We See It 


the man biting the dog when the Secretary of the Treas- 
wry. in peacetime, blandly announces the rate of interest 
he is prepared to pay on future obligations of the United 
States and broadly implies, if he does not explicitly state, 
that he expects the Federal Reserve authorities to rig the 
market in such a way that he will be able to do what he 
is planning. 
A Remarkable Performance 
*It is even more remarkable that this official should 
undertake in public to berate Reserve officials and indeed 
to read them a lecture on the fine art of credit control 
and management. But this apparently did not end the 
ynatter. since, one must suppose, the officials of the Re- 
serve System did not come to heel in a way to satisfy 
the Secretary. At this juncture, the President of the 
United States “summons” the Reserve authorities to the 
White House, at which time (according to an apparently 
hurried and certainly quite unusual White House state- 
ment to the press) these central bankers agreed to do 
whatever the Secretary of the Treasury desired. To make 
certain of the effectiveness of this obvious chicanery, the 
President then writes a letter thanking the Reserve author- 
ities for their promise to do what he wishes them to do. 


It is an old political trick of which the late President 
Roosevelt was fond. He made startling use of it in 
bringing business in line during the early days of World 
War II. Industrial leaders protested that no such promise 
as was attributed to them had been made, but the polit- 
ically shrewd Mr. Roosevelt had beat them to the punch, 
and there was not a great deal that they could do but act 
as if they had made the promise attributed to them. Now 
we see this sort of thing all over again, this time at the 
expense of what is supposed to be an independent central 
banking system. Again there are protests that nothing 
of the sort alleged by the President actually occurred. 
This time, though, an ex-Chairman of the Board of Gov- 
ernors, who was ousted from his Chairmanship by this 
same President for disagreeing with Administration pol- 
icies and tactics, has taken it upon himself to make the 
xecord public. 


To those who know and understand the facts, all 
this leaves the President and his Secretary of the Treasury 
in anything but an enviable position. What the final out- 
come of it all will be is another matter. If the past is an 
acceptable guide, the Reserve authorities will feel them- 
selves obliged largely if not fully to give way to the 
‘Treasury and the President—notwithstanding their re- 
Juctance to do so and the show of rebellion they have 
been making of late. It is of more than passing impor- 
tance, therefore, to inquire into the nature of the question 
here in dispute. Without attempting to be accurate to the 
Jast fraction of a percentage point, the basic elements of 
this situation can be readily described, and that descrip- 
tion will clearly reveal that the issues go far deeper than 
the Administration would have us believe—and, quite 
possibly, far deeper than it realizes or understands. 


Conforming to a “Rigged” Market 


During World War II the Treasury, looking over a 
market which had already been rigged so that long-term 
obligations of the Federal Government were yielding 
212% or less, and shorter term debt bringing progressively 
jess, proceeded to tailor its offerings to suit this market. 
Thus to the uninformed, the Administration was merely 
getting its money at “going rates’ — which were fortu- 
nately quite low thanks to some mysterious magic of the 
Wew Deal. Hundreds of billions (not millions) were drawn 
into the Treasury in this way, a very large part of the 
obligations on which these funds were raised going into 
the portfolios of the commercial banks, the insurance com- 
panies, the industrial corporations, and the Federal Re- 
serve banks of the country. 


And so the war was “successfully” financed! The 
fact of the matter is that the bills of that gigantic struggle 
were in distressingly large part paid with monetized Fed- 
eral debt. The process was different, but the results were 
not basically distinct from the greenback fiasco of Civil 
War days. When war broke out in 1939, we had a “money 
supply” of around $61 billion; when it was over the figure 
had risen to $163 billion or more, the larger part of it 
owned by businesses and individuals all over the country. 
In addition there were many billions of demand obligations 
of the Treasury outstanding which it could safely issue 
only because it had a rigged market from which it could 
get funds more or less at will. The actual fighting had 


The Commercial and Financial Chronicte 


not long stopped before the effects of this situation made 
themselves readily evident. Reserve authorities presently 
concluded that the time had come for them to get the 
government securities market on a somewhat more natural 
footing. Attempts to reach this end have continued off 
and on ever since — and they, of course, were fully war- 
ranted, only they did not go far enough. 


And Now? 


Now we are in another “war economy,” or something 
rather close to it. The Administration wants to repeat. 
Indeed, it insists that the Reserve authorities repeat. Its 
Secretary of the Treasury utters sarcastic references to 
“fractional” changes in interest rates, and contends that 
they are of no consequence as an anti-inflationary meas- 
ure—and, of course, they get in his way! The public 
would be well advised to ignore all this talk about interest 
rates and the like—or certainly the most of it. The fact 
of the matter is that the operations of the Treasury in 
the years to come — whether war or defense, or what not 
— can be carried forward on the terms desired by the 
Administration only if we are prepared at the very least 
to continue this regime of modern greenbacks. If this is 
not inflation, then we can not think of any good name 


for it. 


Continued from page 13 


Trust Investments 


will cause considerable disloca- 
tions in a number of industries 
and tend to reduce their earnings. 
All in all, it is fairly certain that 
net profits after taxes of corpora- 
tions in 1951 will be smaller than 
in 1950. The exceptions will 
merely prove the rule. in the 
long run, net profits and not 
book value are the determining 
factor in the movement of prices 
of equities. Institutions seeking 
to protect principal against in- 
flation will therefore find the task 
exceedingly difficult. 


Suggested Policies 


It is unwise to invest exelu- 
sively in equities considered by the 
general public as inflation hedges. 
As a rule, equities regarded as 
hedges against inflation represent 
ownership of raw materials above 
or below the ground. In buying 
such equities, the investor believes 
he is actually buying commodities, 
usually at a substantial discount. 
Such equities, however, particu- 
larly under the present highly 
uncertain political and economic 
conditions, can be rather vulner- 
able. The international political 
situation may take a turn for the 
better. The fear of inflation may 
subside; and since prices of anti- 
inflation stocks have increased 
considerably, they could witness 
a sharp decline should the world 
political picture improve and the 
fear of war be removed. 


On the other hand, should the 
situation become more _ serious, 
most of these companies will find 
themselves working primarily for 
the government. It is well known 
that profits on government con- 
tracts are small and also subject 
to renegotiation. It is not reason- 
able to assume that in the event 
of serious inflation, which would 
drastically reduce the value of 
the people’s savings, Congress 
would sit idly by and let one 
group benefit at the expense of 
the others. In all likelihood, leg- 
islation would be passed which 
might deprive the owners of 
equities of a large part of their 
gains. But the fact that anti- 
inflation equities, which are based 
primarily on the production of 
basic raw materials, are politically 
vulnerable in periods of crisis, 
does not imply that trust com- 
panies should not buy them. Some 
are excellent investments, irre- 
spective of their merits as anti- 
inflation stocks. Too much con- 
centration in one individual group 
of equities is, however, not desir- 
able. 


Reasonable judgment dictates 


the Emergency 


that under the present highly un- 
certain economic and _ political 
conditions, the trust company 
should invest in equities of sound 
corporations which have demon- 
strated good earning and dividend 
records, which produce commodi- 
ties needed in peacetime and in a 
war as well as a semi-war econ- 
omy, and which are ably managed. 
While some of these companies 
are not regarded as anti-inflation 
hedges, in the long run they may 
do as well as, if not better than, 
equities whose high price today 
is based primarily on their 
anti-inflation qualities. Diversifi- 
cation of risk, which means 
diversification of securities, is a 
sound policy to follow in highly 
abnormal as well as in normal 
times. 

The question of timing is al- 
ways important and is probably 
the most difficult factor in con- 
sidering trust investments. Ex- 
perience has proven that the 
equity market usually moves in 
a fairly uniform manner, the rise 
and decline of equity prices 
affecting almost all issues. Many 
large investors, including trust 
companies, have evolved formulas 
under which the buying and 
selling of bonds and stocks have 
been coordinated. Such formulas, 
particularly if backed up by 
judgment and knowledge and not 
followed mechanically, probably 
offer as good a tool as any in 
judging when to buy or when to 
sell. 

A rule of driving says that when 
visibility is low the careful 
driver slows down. This also 
applies to investments. There are 
many potential developments 
which could have a pronounced 
effect on prices of equities. At 
the present time, to say the least, 
the economic visibility is cer- 
tainly low. 


Conclusion 


The present highly abnormal 
economic and political conditions 
make the task of a trust company 
investment officer exceedingly 
difficult. But in spite of these 
difficulties, it isnot advisable to 
do nothing and merely endeavor 
to protect principal through the 
acquisition of high-grade bonds. 
So far as possible, the effort must 
be made to protect both income 
and principal from the decline in 
the purchasing power of the 
dollar. 

Protection of income is rela- 
tively easy. It involves the shift- 
ing of a portion of the bond port- 
folio into equities. These need not 
be anti-inflation stocks. In fact, 
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to a considerable extent they wili 
consist of equities generally not 
considered anti- inflation stocks 
and hence are avoided by those 
endeavoring to hedge against 
inflation. Dividends paid by their 
companies should be satisfactory 
unless, of course, corporate taxes 
are much higher than is envisaged 
at present. 

Protection of principal is much 
more difficult. This involves not 
merely the selection of the secur- 
ity but also correct timing. In 
timing purchases, the trust officer 
must take into consideration the 
fact that net earnings of corpora- 
tions after taxes in 1951 are bound 
to be smaller than in 1950; also, 
that it is not yet known how the 
various controls will affect indi- 
vidual companies. Selection of 
securities should be based not 
merely on the aim to acquire 
equities generally considered anti- 
inflation stocks. Equities of cor- 
porations which have demon- 
stated, over a period of years, 
sound management and dividend 
policies and a good earning record 
are still to be preferred to all 
others. 

The trust officer will not be 
able to do the impossible. He 
cannot rely entirely on reasonable 
judgment, because conditions are 
so uncertain and so many unfore- 
seen events may occur which may 
considerably alter the outlook. By 
following a conservative policy, 
however, and by diversifying be- 
tween stocks and bonds, a fair 
degree of safety can be main- 
tained, income can be increased, 
and at least some protection of 
principal against the decline in the 
purchasing power of the dollar 
can be achieved. 

The best protection against in- 
flation is to prevent it. Despite 
the great inflationary dangers 
confronting the country, the 
spiral of prices and wages can be 
brought to a halt if the people 
of the country want to do so. 
They will do so if they fully real- 
ize what inflation means. Infla- 
tion is the most inequitable tax 
imaginable. It hits particularly 
hard those who have saved and 
invested in fixed-income securi- 
ties. It hits all persons with fixed 
incomes. It is especially harmful 
to the widow living on the pro- 
ceeds of a life insurance policy 
and the pensioner. 

Inflation weakens the economy 
of the country and undermines 
the very foundations on which 
free society rests. Trust compa- 
nes and all other fiduciaries must 
take the lead in the fight against 
inflation. The imposition of a 
sound taxation system which will 
not only raise revenue, but also 
siphon off excess purchasing 
power; strict economies by the 
government; the elimination of 
waste by government, businesses 
and individuals; and exercise of 
restraint by all economic groups 
can bring the spiral of inflation 
to a halt. 


Street Cashiers Elect 


The Cashiers Association of 
Wall Street, Inc., elected the fol- 
lowing slate of officers to serve 
the Association for the ensuing 
year: Raymond Brode of Blair, 
Rollins & Co. Inc., President; John 
J. Boyen of Joseph McManus & 
Co., First Vice-President; Walter 
F. Sullivan of Fitzgerald & Co., 
Inc., Second Vice-President; How- 
ard W. Sumner of Halsey, Stuart 
& Co. Inc.; Secretary; Sam Minsky 
of Hardy & Co., Treasurer; Ed- 
ward H. Devlin of Green, Ellis & 
Anderson, Asst. Secretary; and 
Harold L. Cereghino of Troster, 
Singer & Co., Asst. Treasurer. 


With du Pont, Homsey 


(Special to THe Financiat CHRONICLE) 

PORTLAND, Maine—Julian K. 
Croxford is connected with du 
Pont, Homsey & Co., of Boston, 
members of the New York and 
Boston Stock Exchanges. He was 
formerly with Draper, Sears & Co, 
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President Outlines Tax Proposals 


by. imperfections, contains the 
most: equitable types of taxes we 
have been able to devise. Under 
these taxes, our economy has 
demonstrated a surge in produc- 
tive power to increasingly higher 
levels. 

I recommend an immediate in- 
crease in personal income taxes to 
bring in $4 billion in additional 
revenue. 

The personal income tax is the 
mainstay of our Federal tax sys- 
tem. It should be the major source 
of the additional revenue we 
need. 

This is true because it is the 
personal income tax that allows 
us the greatest opportunity to be 
fair. It is the personal income 
tax above all else which takes ac- 
count of differences in ability to 
pay, both differences in income 
and differences in family obliga- 
tions, It allows an exemption of 
$600 per person, and deductions 
for charitable contributions, ex- 
traordinary medical expenses, and 
o.her expenses as provided by 
law. Under present law, a single 
person earning a net income of 
$3,000 a year pays a tax of about 
16% of his income, or $488, while 
a married person with two de- 
pendents and earning the same 


net income pays a 4% tax, or 
$120. '_The average rate of tax 


reaches 50% at about the $45,000 
income level for a single person 
and the $90,000 income level for 
a family of four. 

In increasing the yield of the 
personal income tax, everyone 
should realize that the higher 
taxes cannct be limited to the up- 
per income groups. To obtain rev- 
enue commensurate with our cde- 
fense expenditures, all taxpayers 
must contribute, because the bulk 
of the income in this country is 
received by persons whose _ in- 
comes are between $2,000 and 
$10,000 a year. We should tax the 
upper income groups — and tax 
them heavily—but it will also be 
necessary to tax people with mod- 
erate incomes. 

I do not believe that the per- 
sonal exemption of $600 should be 
lowered at the present time. Aji- 
though the exemption was $500 
during World War II, the present 
$600 exemption is less generous, 
in terms of present costs of living, 
than was $500 six or eight years 
ago. 


Corporation Taxes Should Be 
Increased by $3 Billion 

I recommend, second, an in- 
crease in corporation income taxes 
to yield an additional $3 billion. 

The corporation income tax is 
the major supplement to the per- 
sonal income tax in our present 
Federal tax system. Basic cor- 
poration tax rates now begin ai 
25% on corporation profits less 
than $25,000, and increase to 47% 
for larger corporations. Those cor- 
porations covered by the excess 
profits tax pay more—up to a 
maximum set by law of 62% of 
‘net profits. 

In the light of high and rising 
corporate profits, the increase in 
corporation taxes I propose will 
“leave corporations generally able 
to maintain the dividend and re- 
investment policies of recent 
years. 

The first tax returns under the 
new excess profits tax law will 
be received later this spring. We 
shall then be in a position to con- 
sider what changes in the excess 
profits tax law are desirable to 
‘obtain more revenue from that 
source. I believe, therefore, we 
should defer this matter until 
later this year. 


I recommend;), third, increases 
in selective excise taxes to yield 
$3 billion. Under present circum- 
stances, these increases should be 
concentrated upon less essential 
consumer goods, and upon goods 





which use materials that will be 
in short supply. 


Closing Loopholes 

In addition to the tax increases 
recommended above, I recommend 
that the Congress carry further 
the program it started last year 
to close loopholes in the present 
tax laws. 

The revenue to be gained by 
closing these loopholes is not 
large in comparison with our 
needs. But in terms of fairness, 
and willingness of people to pay 
their share of taxes, closing these 
loopholes is worth a very great 
deal. 

Those required to bear higher 
taxes for defense are entitled to 
the assurance that others will not 
be permitted to avoid them. The 
last Congress closed several im- 
portant loopholes. But a number 
remain. 


I have previously called atten- 
tion to the gross under-taxation 
of the oil and mining industries, 
to the broad loopholes in the es- 
tate and gift taxes, and to the un- 
due preferential treatment grantea 
to capital gains in comparison 
with ordinary income. I urge the 
Congress to examine these provi- 
sions of the law very carefully, 
together with those relating to life 
insurance companies and to hold- 
ers of securities now exempt from 
income taxes, and to review the 
tax siatus of organizations now 
exempt under present law. I do 
not believe any of us, in good 
conscience, can take action to in- 
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crease taxes cn the man, with a 
wife and two children, who earfis 
$60 a week—an increase I am now 
recommending — without at the 
same time taking action to reduce 
the glaring inequities in present 
law, some of which permit a man 
with 100 times as much income to 
avoid paying any taxes at all. 


Stricter Enforcement 


In addition to the changes in the 
law that are needed to close loop- 
holes, we shall continue to im- 
prove our enforcement efforts to 
make sure that the taxes which 
are due under present laws are 
actually paid. 


The tax program I am propos- 
ing will require higher rates in 
some cases than those paid dur- 
ing the last war. I believe our 
people understand that if we had 
paid higher taxes then we would 
be better off today. I believe our 
people are ready and willing to 
pay the taxes needed to cover es- 
sential Government expenditures 
in this time of danger. 


I am convinced that the average 
citizen in our country will be best 
served by fair tax laws which will 
balance the budget. He will be 
better off now, because he will 
pay his share of the cost of de- 
fense now, once and for all. He 
will be better off in the future, 
because his savings and his future 
income will not be dissipated by 
inflation, 

The American people under- 
stand that the cost of freedom is 
high at a time when aggression 
has been loosed on the world. I 
urge the Congress to act rapidly 
so that we can pay that cost as 
we go. 

HARRY. S. TRUMAN. 
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Inflationary Psychology 


Versus Deflationary Background 


convey their seriousness to the 
population as a whole. 


Our Trouble With Russia 


In August, 1942, I published a 
pamphlet entitled “The Biological 
Causes of Contemporary History” 
and submitted the conclusion that 
the explosive increase in human 
numbers of the past century must 
lead to violent competition for 
dwelling space and raw materials, 
finding expression in a whole 
series of World Wars. 

The Soviet Union has more un- 
developed space and raw mate- 
rials than any other great nation 
and, on the surface, therefore, has 
the least cause of all for aggres- 
sion at this time. Yet, that is 
the country which in the postwar 
years has been the cause of inter- 
national tension. What lies be- 
hind this behavior? 

China and India are awakening. 
They are changing into great 
world powers from units which, 
through lack of the ability for 
concerted action, were interna- 
tionally inert for centuries. Par- 
allel development in Japan took 
half a century. In China and 
India, where the process is well 
under way, it may be completed 
in another 20 or 30 years. There- 
by, the center of gravity of human 
civilization and of world power 
will shift to Asia. 

Russians are so constituted that 


they look further ahead than 
Westerners. They are now 200 
million strong, located in the 


northern and western part of the 
Asiatic continent with, on their 
borders, 475 million Chinese and 
400 million Indians. As indus- 
trialization takes hold, Chinese 
and Indian population growth will 
accelerate. The open spaces of 
Siberia will constitute their nat- 
ural field for expansion. 

If the Russians wait until this 
problem becomes acute, it will be 
too late for them and they will 


be overrun. Their task is to turn 
themselves in self-defense into a 
unit, more numerous and more 
powerful than either China or 


_ India will be in a state of full 


development. 

We must, therefore, conclude 
that it is the aim of Russia to ac- 
quire all of Western Europe. A 
human unit running from Land’s 
End or from the English Channel 
to Vladivostock, once it is prop- 
erly integrated, will be large and 
strong enough for survival. 

If this should come about, the 
United States would find itself in 
a world containing three units on 
the order of a half a billion in- 
habitants each. We would be- 
come a back number and would 
truly be “the country that came 
too late.” Sooner or later, we 
would be acquired and “organ- 
ized.’ Under totalitarian methods, 
that means extermination of lead- 
ership and the use of the remain- 
ing population for work cattle. 

History shows that populations, 
once they are rotted by excessive 
luxury, cease to care about what 
will happen to their descendants 
in the future. The end then is 
swift and merciless. We haven’t 
arrived at that point. What we 
need, in order to render ourselves 
invulnerable, is a clear recogni- 
tion of our problem, 

We cannot afford to let the 
Russians take Europe, nor can we 
indefinitely stand guard over a 
tarritory which functions as a 
vacuum. There is only one solu- 
tion and that is to acquire and 
organize Western Europe our- 
selves. We are forced to counter- 
aggression, whether that suits us 
or not. We must be decent and 
constructive about it, for the 
double reason that it is good for 
our souls and that it pays in terms 
of success, but to present the pur- 
suit of our self-interest to the 
outside world as a holy moral 
issue makes us ridiculous in the 


eyes of our friends, and con- 
temptible in those of our enemies. 

The first World War was fought 
between European countries for 
world leadersnip. It never oc- 
curred to anybody that, even after 
such a bloodletting and irrespec- 
tive of who won, Europe would 
not continue to rule the world 
into the far future. Now, less than 
40 years later, Western Europe 
has become the bone of conten- 
tion between human units func- 
tioning on a larger scale. That is 
a ghastly comedown in so short 
a period. It explains the present 
spiritual lethargy of its inhabi- 
tants which is so different from 
the European attitude of the past. 

If immediately after the wind- 
up of the second World War, 
while American armies were still 
in full strength in Europe to pro- 
tect the period of transition, 
Western Europe could have inte- 
grated spontaneously into a Fed- 
eral Union, it would have become 
a new unit of adequate strength to 
stand on its own feet, at least for 
a while. That opportunity was 
missed, understandably, and it is 
now too late. 

Western Europe still has the 
privilege to influence the choice 
of its future allegiance. On the 
one side, forced subjugation under 
Russian heels; on the other side— 
what? Not American promises 
and treaties which don’t provide 
real protection. For them, too, 
the effective alternative is feder- 
ation, on a basis of full equality, 
with the United States. A half- 
hearted approach to this problem 
is useless. Before action becomes 
feasible at all, the American 
population and that of Western 
European countries must be thor- 
oughly convinced that federation 
represents an “active good” and 
not a choice among evils. 

It need not be done in a day or 
a year, but certainly before the 
end of the 1950s. Any preparation 
for it, however, will constitute a 
motive for Russia to jump the gun 
and to prevent its completion 
through conquest. We must be 
militarily prepared to prevent this 
or, if necessary, to undo it through 
war. 

Would our successful integra- 
tion with Western Europe solve 
anything? For the new federa- 
tion, yes—on a global basis, no. 

We, if we lose the contest over 
Europe, can at least succeed to 
the Anglo-Saxon, non-European, 
parts of the British Common- 
wealth and we might endeavor 
integration with South America 
which now is totally upripe for it. 
It is questionable whether or not 
that would make us a viable unit. 
The Russians, if they lose, would 
be completely ringed by super- 
units; acquisition of territory and 
human numbers would be well- 
nigh impossible to them. Their 
position would be untenable. 

The Chinese have a_ proverb 
which says you must never smash 
a man’s rice-bowl (his means of 
existence). That is exactly what 
we must do to Russia. Given 
those conditions, the probability 
of the occurrence of a third World 
War is overwhelming. If there 
be periods of apparent pacifica- 
tion, they will be transitory and 
without true significance. 

Analysis of the world situation 
and problems would require sev- 
eral volumes. Here I have sub- 
mitted merely the barest outline 
of the major features relevant to 
our problem under discussion. 

The outlook is not merry. 


Our Government 


We must assume that the people 
in our government fully under- 
stand the issue between Russia 
and ourselves: the need for her 
to absorb Western Europe and our 
need to prevent it afd @o integrate 
that territory witheourselves. They 
must also know. that for Russia 
this is a life-and-death matter. If 
that be so, then those people must 
be deadly serious. That does not 
suddenly make them saints. Isms 
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will still be pursued and politi- 2 
cians will still endeavor to keep 

themselves in power. We have the 

right, however, to expect respon- 

sible behavior from them. 

The population doubts it and- 
acts as if our government were. 
using Korea as a pretext for the; 
greatest boondoggle in history, . 
with the objective of keeping’ 
everybody at work and itself in~ 
power. Abundant sneering re-, 
marks in the newspapers hint at 
it, but the evidence, up to now, 
points in the other direction. 

The actions of the Administra- 
tion indicate its assumption that 
the international situation has 
provided it with a mandate to 
break the back of the boom for 
the needs of national defense. That 
requires deflationary measures 
and they have been applied, al-— 
though their visible effect has 
been delayed by the momentum’ 
of the national buying spree. For 
boondogglers, such measures, 
would be the utmost in reckless- 
ness on account of the danger of 
bringing on depression, especially 
after ten years of boom. 

I am much more optimistic re- 
garding the insight and the seri- 
ousness of our Administration at 
this time than either public opin- 
ion or the newspapers. ‘ 

If this interpretation be correct, 
then we may expect additional 
deflationary measures in future. 


Conclusion 

The minor crises of 1947, 1948 
and 1949 each caused declines in 
the market averages of between 
15% and 20%. We may be confi- 
dent of the high probability that 
similar declines will take place 
this year, even if no deflationary 
interlude should lie ahead, Under 
these circumstances, the long-term 
investor can afford to withhold 
purchases for another three 
months. 

In the meantime, inflation and‘ 
deflation will have an opportunity 
to battle it out. The physical set- 
ting will be all deflationary, the 
mental setting is all inflationary. 

The people have become con- 
vinced that the long-term outlook 
is for major inflation in this coun- 
try, and I agree with them. In 
that spirit, they look beyond the 
valley of the conversion period as 
if it could contain nothing for’ 
them to bother about. That is a 
mass-mood and we must recog- 
nize that external events may jolt. 
the people out of it and even re- 
verse it. Whether or not that will 
happen can best be gauged by the 
course of the commodity price 
level. 

If conversion goes smoothly, 
without a wide-open break in 
commodity prices by April-May, 
we must concede that the public 
has taken the bit in its teeth and 
is in full flight from the dollar. 
The investor will then have to ac- 
cept this as his cue to buy stocks 
for the long pull. 

That will be no sheer paradise. 
Between Sept. 12, 1939 and Feb. 
13, 1945, our Federal Government 
had an inflationary budgetary 
deficit of over $170 billion, but 
the Dow-Jones Industrial Average’ 
stood at the same level on the 
two dates and below it during the 
entire interval, as much as 40% 
below. This great “inflation” was 
no automatic profit-maker 
through average investment in 
common stocks. Tremendous capi- 
tal gains were made through ap- 
propriate selection, however. 

li a crash in commodity prices 
shakes the people out of their in- 
flationary mood{*then 1951 will’ 
turn into a>aesari-of depression. 
Future major7inflation will still 
be a practical certainty but, in 
the interim, business profits and 
stock prices will follow the com-, 


modity markets down. 
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The Security I Like Best 


Pacific by about 50% and addi- 
tional units ordered in the latter 
part of 1950 will provide the fur- 
ther increase of 20% to a total 
of 489 units. 

The foregoing represents the 
@tatement of the thesis. The sev- 
eral points will be elaborated 
wpon in some detail in paragraphs 
to follow. In the meantime it may 
Be helpful to many to sketch 
briefly the background and gen- 
eral situation of the Southern 
Pacific make-up of the transpor- 
tation system, and the relation to 
it of the Southern Pacific Com- 
pany. The latter is best known to 
the market via Southern Pacific 
Company stock, the convertible 3s 
of 1960, the two 412% debentures, 
the Oregon Lines 412s and equip- 
ment trust certificate issues. 


The 12,454-mile Southern Pa- 
cific Transportation System is the 
southernmost of the _ so-called 
“transcontinentals,” all of which 
have their eastern terminal in 
Chicago or in the longitude of 
the Mississippi Valley. From the 
standpoint of mileage, the South- 
ern Pacific transportation § sys- 
tem ranks second in the United 
States, but third by the measure 
of gross revenues. The transpor- 
tation system contains three main 
routes. The southernmost, or 
“Sunset Route,” via the 100% 
company-owned but separately 
operated Texas & New Orleans 
from the coast to New Orleans, is 
all over system mileage. The 
“Golden State” route involves 
connection with the Rock Island 
at Tucumcari, N. M., and thence 
to Chicago, by which the Southern 
Pacific gets about 44% of the haul. 
The third route—the “Overland 
Route’—is via the 100%-owned 
Central Pacific connecting with 
the Union Pacific at Ogden, Utah, 
and thence to Chicago. The South- 
ern Pacific receives about a third 
division on this route. The South- 
ern Pacific enters the St. Louis 
Gateway via the 88%-controlled 
St. Louis Southwestern’ with 
which it connects at Corsicana, 
Texas. 


By the standards of Eastern 
carriers, the Southern Pacific is a 
light-density carrier and, reflect- 
ing this, the 1949 report showed 
only 961 miles of extra main track. 
The system is thus about 9215% 
single track. However, compen- 
sation for light density is found 
in above-average freight rate and 
Jong average haul. Also, in com- 
mon with Western carriers, the 
Southern Pacific enjoys operating 
expense ratios well under the 
class I average, although higher 
than those of certain other West- 
ern carriers due to the mountain- 
ous character of its line over the 
Sierras and elsewhere. 


The Southern Pacific Company 
has a dual relationship to the 
transportation system. It is a hold- 
ing company, owning, among 
other things, all of the common 
stocks of system members as well 
as of such non-member roads as 
the Northwestern Pacific and the 
Pacific Electric Railway as well 
as of the 1,250-mile Southern Pa- 
cific RR. of Mexico, which is not 
consolidated in any of the South- 
ern Pacific accounts. In addition, 
the Southern Pacific Company is 
an operating company, operating 
under lease the Southern Pacific 
RR. Co., the Central Pacific and 
the El Paso & Southwestern as 
well as the physically owned 
Oregon Lines and some 10 miles 
included in the Central Pacific 
line. The 8,143 miles thus oper- 
ated, of which 1,318 miles are 
physically owned, represent about 
70% of transportation system 
mileage and 78% of its revenues. 
The balance—about 30% of sys- 
tem mileage and 22% of revenues 
—is represented by the 4,311-mile 
wholly owned but separately 
operated Texas & New Orleans. 


The Southern Pacific Company 
also holds a wealth of other assets 
free and clear, including a large 
part of the collateral formerly 
securing portions of $444,423,540 
gross amount of debt repaid or 
refunded in the 1940-46 period. 
Included in this “liberated” col- 
lateral were 120,000 shares or 
$12,000,000 par value of Pacific 
Fruit Express stock which on the 
basis of the 50% Southern Pacific 
share of the 1949 net of $5,386,942 
would seem modestly valued at 
par. 


Other rail holdings include 
193,413 shares of St. Louis South- 
western 5% preferred and 132,403 
shares or 88% of the common of 
this road, nicknamed the “Cotton 
Belt.” This stock, like the Pacific 
Fruit Express stock, is a reposi- 
tary of “hidden earnings,” having 
paid only $5 per share for 1948- 
1950, for instance, while net in- 
come aggregated $150 per share 
for these three years since the 
resumption of the dividend in 
1948. This holding, like the Pa- 
cific Fruit Express stock, is poten- 
tially valuable collateral, but be- 
cause of its value to the system, 
can scarcely be regarded as being 
marketable. Holdings of the 
Southern Pacific Company that 
can be regarded as marketable 
included the following at the 1949 
year-end: 


$25,000,000 Southern Pacific RR. 
Ist 2°4s, series D. 

$20,000,000 Texas & New Orleans 
Ist & ref. 3%ss, series D. 

$14,982,250 St. Louis Southwest- 
ern 244% note. 

$40,506,000 various U. S. Treasury 
obligations. 

15,756 shares of Standard Oil of 
California. 


For the present~ there does 
not seem to be much point in 
considering such “ultimate re- 
course” assets as the above. The 
current financial position of the 
Southern Pacific is strong with 
net current assets at $112,271,410 
as of Nov. 30, 1950. 


The extraordinary growth of 
the traffic and revenues of the 
Southern Pacific has been in line 
with the development of the ter- 
ritory which is said to be the 
fastest growing section of the 
country. Probably the most suc- 
cinct as well as the most eloquent 
commentary on the growth factor 
of the Southern Pacific is pro- 
vided by reference to the accom- 
panying table of gross revenue in- 
dices of the several roads, based 
on 1939 as 100: 
1949 
247 
243 
302 
231 
223 
235 


1948 
270 
266 
329 
236 
239 
246 


1945 
272 
300 
330 
218 
214 
234 


1942 
217 
215 
226 
180 
168 
187 


1941 
137 
133 
141 
136 
131 
133 


So. Pac... 
un. fee... 
Atchison _ 
Gt. Nor.__ 
St. Paul_- 
No. Pac._- 
West. Div. 238 266 258 196 132 
Class I___ 215 242 223 187 134 


Further evidence of the growth 
factor is found in the net addi- 
tion of new industries in system 
territory, which for the 1946-49 
period was as follows: 


This postwar period was se- 
lected as being more representa- 
tive since it excludes the period 
of industrial migration that was 
one of the wartime expedients. 


The result of the marked indus- 
trial development of the South- 
west and of the West Coast that 
began with the decentralization 
of the war and later prewar in- 
dustrialization, and which has con- 
tinued, has. been to improve the 
diversification of the traffic of 
the Southern Pacific system. 
While lumber, which represented 
18.4% of system revenues in 1949, 
is still the largest single traffic 
item, and the system is still large- 
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ly identified with perishables and 
other agricultural products, the 
proportion represented by manu- 
factures and miscellaneous goods 
increased to 46.1% of system 
freight revenues in 1949 from 
34.1% in 1940. In the same period 
the corresponding proportion of 
agricultural products declined 
from 26.9% to 23.0%. The South- 
ern Pacific is principally a freight 
carrier. Passenger revenues nor- 
mally represent less than 10% of 
the total. 

The Southern Pacific was pri- 
marily engrossed with its debt 
reduction and refunding program 
in the 1940-46 years and achieved 
the gross retirement of $444.4 
million of funded debt exclusive 
of equipment trust certificates, or 
$226.8 million after offsetting re- 
fundings and the exchange of 
$32.6 million Central Pacific 4s 
for the 1974 issue. This, it should 
be noted, represented a 33% re- 
duction from the 1939 debt total 
(exclusive of equipment trust cer- 
tificates) besides eliminating ma- 
turities that had been a problem. 

With the accomplishment of the 
debt program, the 1947-49 years 
particularly were given over to 
modernization and renewal of 
property, including dieselization. 
Outlay for road and equipment in 
this three-year period totaled 
$189.8 million, of which about 
$97.4 million was borrowed and 
about $92.4 million was paid for 
out of the road’s own cash. How- 
ever, it is seen that in this period 
the Southern Pacific Company 
actually issued $114,315,590 of 
equipment obligations, some of 
the proceeds of which carried 
over into 1950. 

A large part of the equipment 
financing was for dieselization 
which has had the salutary effect 
of reducing operating expense 
ratios as shown by the following: 
Trans- Total 
portation Wage Operat’g 

Ratio Ratio Ratio 

36.4% (*) 73.2% 

39.5 49.7% 79.0 

41.0 48.0 77.8 

48.5 76.0 
56.8 89.0 


. ». 
,, = 


*Not available. 


At the close of 1949, the South- 
ern Pacific was 42% dieselized in 
freight service, 28% in passenger, 
and 58% in yard service. It has 
since been reported that freight 
service was 47% dieselizedasof last 
October and passenger and yard 
service were respectively 28.9% 
and 54% dieselized at the same 
time. The 82 additional diesel 
units ordered in September, 1950, 
should make a further impression 
on the steadily declining trans- 
portation ratio, and it would not 
seem out of the way to look for 
a decline of about two points this 
year, provided the wage-freight 
rate relationship can be held in 
balance. 

At the same time a 3% gain in 
revenues can be reasonably esti- 
mated. The Shippers Advisory 
Boards project a 6.5% loadings 
gain for the coast region in the 
current quarter but little gain in 
Texas and the Gulf areas. 

This would suggest a 4.6% rev- 
enue gain in the first quarter for 
the Southern Pacific, which might 
be expected to taper off later in 
the year as comparisons become 
less favorable. 


However, a 3% gain in gross 
and a 2% drop in the transpor- 
tation ratio would be equivalent 
to about $30 million net before 
taxes at the current level of reve- 
nues, and this would be about 
$15.3 miilion after the 49% nor- 
mal and surtax to be paid (on a 
consolidated basis) by the South- 
ern Pacific under the present law. 
Disregarding the $4.1 million 
after-tax mail pay award of 1950 
as a non-recurring item, this 
would suggest 1951 potential net 
of $61 million or about $15 per 
share on the 4,052,117 shares out- 
standing at the 1950 year-end or 
almost $13.50 per share on the 
4,527,315 shares to be outstanding 
upon complete conversion of the 
3s of 1960. The Southern Pacific 


EPT credit, unofficially placed at 
about $18.50 under the present 
law, would leave plenty of room. 
However, in the prospects for 
higher tax rates all estimates may 
be ’way off. 

As to the possibility of an in- 
crease in the dividend rate, it can 
only be observed that in the six 
regular business days following 
the declaration of the 50-cent ex- 
tra last Nov. 17 and to and in- 
cluding the Nov. 27 record date, 
$6,995,800 of the convertible 3s of 
1960 were surrendered for con- 
version. This was 55% of the 
total turned to that date and 


should suggest convincingly the 
influence of a higher dividend 
rate in disposing of the 52% bal- 
ance of some $19% million of the 
3s of 1960. 

All told, the Southern Pacific 
offers an attractive picture, and 
in view of this it is doubly in- 
viting at an advance of only about 
50% from the 1950 low of 49. The 
relatively restrained advance of 
Southern Pacific stock is attrib- 
uted in no small part to the neces- 
sity of the market to absorb the 
additional shares created by con- 
version of the 3s of 1960. This 
won’t last forever. ) 
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“Are We Falling Into 
History's Greatest Trap?’ 


can do. Many people have failed 
to appreciate that Mr. Hoover 
was not attempting to outline 
what would be desirable to do if 
unlimited manpower and _ re- 
sources were available but only 
what could in reasonable judg- 


ment be done under these present 
most unfortunate circumstances. 
Insofar as Dr. Palyi agrees with 
Mr. Hoover, I agree with him. 


R. S. DAMON 
Pres. Trans World Airlines, Inc., 
New York City 
I have read Dr. Palyi’s article 
with great interest. The views 
which he expresses are certainly 
worthy of consideration, and the 
question proposed in his article is 
one to which I am sure every 
American is giving deep thought. 


HON. RALPH W. GWINN 
U. S. Congressman from New York 


Dr. Palyi’s article “Are We 
Falling Into History’s Greatest 
Trap?” is excellent. I quite agree 
with his conclusion that “a nation 
that tries to make half the globe 
impregnable must become a bank- 
rupt garrison.” As he says, the 
cards are not stacked in favor of 
Russia, and we shall only fall into 
the very trap Russia prepared for 
us if we remain in a state of near- 
mobilization for years. 

Dr. Palyi’s investigation does not 
go far enough. He says, “As a lay- 
man in military matters, one won- 
ders why we are driving to bank- 
rupt ourselves (and incidentally 
our allies).’”’ Americans think of 
their government as moved by 
their wishes, but today our gov- 
ernment is something apart from 
the people. It has one policy, the 
citizens have another. What does 
the government gain by long-term 
mobilization? It gets $74 billion to 
spend, to buy machinery and uni- 
forms, and railroad mileage and 
technicians. It gets war powers. It 
gets the power to decide virtually 
what every enterprise shall make, 
what it shall use for raw materials, 
whom it may employ and on what 
terms, and what profits it shall 
make. The same pattern applies to 
farmers. Workers are told at what 
they may work, and at what wage. 
The press is harassed about news- 
print, everybody is harassed about 
living costs, young men are mobil- 
ized in the army, and no political 
resistance can develop. Everything 
the government does is bathed in 
a haze of patriotism. 


The dangerous word in Mr. 
Palyi’s article is “we.” If “we” 
(the citizens) should see the light 
and insist that Palyi’s ideas be 
carried out, what would “we” (the 
government) do about it? The 
answer is nothing. Why should 
they? They have an election com- 
ing up in little over a year. They 
know that are the minority party 
at best. Would you seriously ex- 
pect them to give up all that 
money and power, announce that 
Russia could be kept in place by 
small expenditures, and go to the 
country with unemployment ris- 


ing, bankruptcies widespread and 
only the warmed-over welfare 
state to stir the people? 

I am not cynical or hopeless. I be- 
lieve any government that has had 
over $200 billion to spend in four 
years is corrupted and has cor- 
rupted the people. But I also be- 
lieve that whenever the voters are 
interested enough to rise up and 
demand a change, they can win. 


Pa 


W. A. JOHNSTON 
President, Illinois Central Railroad 


I think Dr. Palyi has done a fine 
job of summing up the situation 
in which we find ourselves. 


WALTER LIPPMANN 
Washington, D. C. 


1 agree with much of Dr. Palyi’s 
article, but not all of it. 

Where we might differ, if there 
were time to discuss the whole 
matter in detail, would be not in 
general conception but on certain 
questions of fact and the practical 
decision. 

On the whole I feel that the 
armament program on which we 
are now engaged is within the 
means of this country. But we 
must watch the size of the ground 
forces carefully. 


% vs a 


DONALD H. McLAUGHLIN 


President, Homestake Mining 
Company, San Francisco 4, 
California 


Well conceived and intelligently 
maintained armed forces are ob- 
viously a necessity in the face of 
the Russian threat. Recognition of 
our effective range and avoidance 
of commitments impossible to ful- 
fill are essential considerations if 
our expenditures on armaments 
are to be kept from growing to 
proportions that will destroy our 
economy; and surely the wasteful 
and useless spending for ill-con- 
ceived and worthless “social ob- 
jectives,” for Point IV visions, and 
various schemes for security must 
be terminated if inflation and 
bankruptcy on a national scale are 
to be avoided. 

What we need, as Dr. Palyi 
points out, is a well balanced pro- 
gram designed to provide the 
strength we must have and to en- 
able us to utilize our resources 
with the highest efficiency. Real- 
istic policies that can be consist- 
ently followed are essential for 
effective action. Through lack of 
such policies, we appear to have 
lost the initiative to an alarming 
degree. It is high time we re- 
gained a proper measure of it, 
with the control over conditions— 
diplomatic, military and economic 
—that we must have if we are to 
keep out of the trap of inflation 
that waste and dissipation of our 
resources is preparing for Bs. 

ae ca % 


W. B.: McMILEAN 
President, Htissmann Refrigerator 
Co., St. Louis 6, Missouri 

I am much impressed with Dr. 
Palyi’s reasoning and I suppose I 
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think it’s very good because it 
coincides exactly with my own 
conclusions in this matter, which, 
I am afraid, doesn’t settle the mat- 
ter for the world at large but is 
a view which I am sure would be 
shared by a great many others if 
they had opportunity to read Dr. 
Palyi’s observations. 


* 
2 


Ww. C. MULLENDORE 
President, Southern California 
Edison Company, Los Angeles 

53, California 


I have read with deep interest 
the article by Dr. Melchior Palyi 
entitled “‘Are We Falling Into 
History’s Greatest Trap?” I find 
the article very interesting and 
very helpful in clarifying the 
situation. I believe that the evi- 
dence is overwhelming that our 
greatest danger is from within 
and from our own ill-advised 
policies. A few months ago, I was 
quite convinced that Russia was 
preparing for war in Europe this 
year. I think now that it is quite 
unlikely, and that Dr. Palyi has 
marshalled convincing evidence to 
sustain this conclusion. 

I congratulate Melchior Palyi 
on the article and you for pub- 
lishing it. 

* % % 


A. B. PATERSON 


President New Orleans Public 
Service Inc., New Orleans 9, 
Louisiana 

Our fight, it seems to me, is on 
two fronts; one against a foe on 
foreign soil and the other at 
home. I fear more the ideological 
betrayal of those of our own peo- 
ple in whom we placed special 
trust than I do the foreign foe. 


J. HOWARD PEW 
! Philadelphia, Pa. 


I have read Dr. Palyi’s article 
with great interest. We are cer- 
tainly falling into a trap when 
we send our boys to Korea. Nor 
would I send them into Europe 
unless the Western European 
countries contributed their full 
share. 


cd % % 


E. A. ROBERTS 


President, The Fidelity Mutual 
Life Insurance Company, 
Philadelphia, Pa. 


While I haven’t seen Dr. Palyi 
lately, I have the most pleasant 
recollection of a conversation with 
him in Chicago a year or so ago, 
where his logic and his brilliance 
were always apparent. 


For this reason, I stopped in 
the middle of what I was doing to 
read his statement, and find much 
of good sense in it. The changing 
mood of America from hysteria 
to apathy based largely on poor 
information is a frightening thing. 

If Dr. Palyi’s judgments pre- 
vail, this country will do a better 
job to the comfort and salvation 
of its people and its system. 


C. I. WEAVER 
Chairman, The Ohio Fuel Gas Co., 
Columbus, Ohio 

. . . I like Dr. Palyi’s article. I 
think the danger of war with 
Russia is real. I also think we 
should build up our war potential 
sensibly and gradually, and insist 
on government economy. 


B. G. Phillips Co. 
Opens in New York 


Ben G. Phillips and Arthur 
Root have formed B. G. Phillips 
& Co. with offices at 11 West 42nd 
Street, New York City, to engage 
in the securities business. Mr. 
Phillips was formerly with Gra- 
ham & Co. and R. H. Johnson 
& Co. 
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The Supply of Investments 


year’s developments unfold, the 
more important determinants will 
now be summarized. 

Factors ténding toward an in- 
crease in the volume of bonds and 
notes: 


(1) Unprecented expansion, 

(2) Higher prices. 

(3) Higher taxes. 

(4) Higher wages. 

(5) Reduced profits flowing 
from higher taxes, higher wages, 
price fixing, and lower profit mar- 
gin on government contracts could 


reduce the amount available from 
internal sources. 


(6) More favorable treatment 
given borrowed capital in excess 
profits determination. 

Factors tending toward a de- 
crease in volume: 


(1) Shrinkage of accounts re- 
ceivable (if a runaway price level 
is avoided, and I am conficent it 
can be) will free a large volume 
of funds, 

(2) Government contracts pre- 
sent no problem of financing. 

(3) Increased depreciation 
charges because of the higher cor- 
porate tax rates and the accele- 
rated depreciation authorized by 
the Certificates of Necessity issued 
under the Defense Act of 1950. 

(4) Reduced dividends because 
of the higher personal income 
taxes. 

(5) Shortages of materiais and 
manpower will limit expansion 
more than is now realized. 


State, Municipal and Other Local 
Government Issues 

New borrowings by state and 
smaller governmental bodies for 
highways, schools and other pub- 
lic facilities reached a record total 
of $3.5 billion in 1950. Adding 
this amount to the borrowings of 
$2.6 billion in 1948 and $2.8 bil- 
lion in 1941, the total indebtedness 
of state and local units of gov- 
ernment approaches $25 billion. 
Perspective is given on this bor- 
rowing when it is recalled that 
before 1949 the total never ex- 
ceeded $20 billion. 

In addition to size of the debt, 
higher prices, lack of raw ma- 
terials, manpower difficulties, and 
increasing tax burden will tend 
to reduce these offerings. 

On the other side of the ledger, 
the greatest internal migration of 
people in history—some 9,000,000 
from rural to city areas, and some 
5,000,000 from the rest of the 
country to the Southwest and 
Pacific Coast—started by World 
War II and now revived by the 
rearmament program, has not been 
fully digested by the areas in- 
volved and will necessitate further 
borrowing. Also, we must not 
overlook the increasingly favor- 
able basis for such borrowing, be- 
cause of the growing value of tax 
exemption. 

On balance, giving due regard 
to the probability of deeper and 
wider public realization of the 
mortal danger which confronts 
this country, it seems that bor- 
rowing for public works should 
sharply decrease. 


Governments 


This brings us to the govern- 
ment obligations. I could spend 
hours analyzing the Presideni’s 
Budget Message, but it would be 
too depressing. I don’t propose to 
inflict it upon you. Enough to 
say that Mr. Truman,. judging 
from the message, still seems com- 
mitted to “guns and butter”! He 
makes it’clear that he expects us 
to pay taxes until it hurts. He 
makes it equally clear that he has 
no intention of instituting govern- 
ment economies in expenditures 
until it hurts! It is to be hoped 
that the Congress will do some- 
thing about this: but note, I said 
“hoped,” not “expected”! 


Mr. Truman proposed that the 
budget be put on a pay-as-we-zo 
basis, which means a tax increase 
of some $16 billion. So long as the 
Administration and the Congress 
continue to shy away from a na- 
tional sales tax, it seems highly 
improbable that any such addi- 
tionai sum can be realized from 
income, corporate, excess profits 
and excise taxes. Therefore, some 
additional borrowing seems pos- 
sible. It should be noted, however, 
that the extent of the borrowing 
in the market will largely depend 
on the ability of the Treasury to 
sell E bonds. Secretary Snyder's 
January proposal for extending 
the terms of the maturing E is- 
sues was less favorable than was 
generally expected. The success, 
legislative, and financial, of his 
proposal remains to be seen. 


Equities 

And now, finally, we come to 
stocks, in which you gentlemen 
have little professional but, pos- 
sibly, considerable personal inter- 
est! If the market continues to 
boil, more equities will be offered 
than the $1 billion of common 
and preferred which came into 
the market in 1950. The certaiaty 
of reduced profits and increased 
taxes, however, make the levei 
of stock prices more vulnerable 
than recent market behavior has 
indicated. Obviously, if the mar- 
ket does take a downward turn, 
less stock will be offered. 


In any event, the volume of new 
stock offerings is so small in com- 
parison with the total of other 
investments that it will not be 
a vital influence one way or the 
other, except, of course, psycho- 
logically. 

ln passing, it should be noted 
that continuation of the strong 
market for stocks will increase the 
volume of conversion from bonds 
to stocks, and thus make the in- 
vestment problem of those buying 
bonds just that much more dif- 
ficult. 

Conclusions 

In 1951, the overall supply of 
investments coming to market 
will probably be somewhat under 
1950. Any decline, however, 
should not be more than 10 to 
15%, as the present outlook is 
that government financing, in- 
cluding some refunding of E bonds, 
will replace at least a part of the 
reduction in private financing. 

So, on balance, when considera- 
tion is given to the abnormally 
high level of 1950, it would seem 
that 1951 will still be, relatively 
speaking, a good year, 


William S. Prescott Go. 
Formed in Boston 


BOSTON, Mass.— William S. 
Prescott has formed William S. 
Prescott & Co. with offices at 201 
Devonshire Street to engage in 
the securities business. Mr. Pres- 
cott was formerly associated with 
H. C. Wainwright & Co., Lyman 
W. Phillips & Co. and was an 
officer of Carver & Co. 


C. McGee Rejoins 
R. W. Pressprich Go. 


R. W. Pressprich & Co., 48 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
announce that Cushman McGee is 
again associated with the firm. 


Shethar Co. Admits 


Shethar & Company, 120 Broad- 
way, New York City, members of 
the New York Stock Exchange, 
will admit John Shethar to lim- 
ited partnership on March 1, 


Charles H. Watt has been added 


to the staff of Crowell, Weedon & 
Ca. 


members of the Los Angeles Stock 
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American Gas & Electric Company 


American Gas & Electric established a number of new records 
in 1950, such as the following: 


System Peak Load 


dhs SIGE, wih 2,386,000 KW 
System Energy Input___--_-_~-_- ~ 13,525,000,000 KWH 
i ERATE SEER EG STAT Ee $167,765,000 
Customers Served ____--_--_-_- 1,147,000 
Residential Use per Annum_--- 1,925 KWH 
Residential Revenues per KWH - 2.80¢ 


The System serves some 2,160 communities and a total popu- 
lation of 4,165,000. But it is peculiar in that it serves no very large 
cities—none with a population of over 150,000. This fact is of 
special interest in view of the trend toward decentralization of 
industry, and the tendency to place new industrial units in the 
smaller cities instead of in metropolises—due doubtless to labor 
problems and fears of bombing. 

Despite the large area covered by the System, generating 
facilities are relatively concentrated, since large plants are more 
efficient. Locations have been carefully selected with regard to 
load centers and the availability of both condensing water and fuel, 
The company’s plants are probably the most efficient in the coun- 
try; three modern 150,000 KW units, for example, operate at a 
pressure of 2,000 lbs. and 1,050 degrees. Three similar units will 
go into operation in 1951 and another in 1952; a 200,000 KW unit 
will also go in that year, and three more in 1953. Operating on 
a single boiler, these units will have a record thermal efficiency 
of nearly 38%. ; 

Great efforts have also been devoted to development of an 
economical supply of coal for these units, so that the combined 
result should be substantial savings in operation. Also, the com-= 
pany has been active in developing more efficient transmission 
lines, and after extended research it has designed an extra-high- 
voltage transmission network, the first link of which is under 
construction between the Sporn Plant and the new Kanawha River 
plant. The general increase in high-voltage transmission to around 
315 to 345,000 voits should help, over the next decade, to provide 
the economies needed to offset, in capital costs of transmission 
facilities, the inflationary factors of the past five years, 

As an illustration of the constant struggle against higher 
prices, Mr. Sporn, in a recent talk before the New York Society of 
Security Analysts, pointed out that in the past decade the price of 
bituminous coal at the mine has gone up over 160%. However, 
since freight charges did not go up as fast, and because lower grade 
fuels were substituted, the net cost of fuel advanced only 115%. 
Due to generating economies, energy cost at the switchboard in- 
creased only 68% during the decade. Eventually the increase may 
be held to about 40%, or one-quarter of the increase in coal prices, 

Inflationary trends in coal prices have been partially re- 
strained by competitive forces—i.e., potential substitution of oil 
and natural gas. Moreover, Mr. Sporn thinks “the prospect that 
we may be on the threshold of the successful application of nuclear 
fuel,” might also exercise a restraining tendency on the prices of 
other fuels. Further mechanization of the coal mines should not 
be forgotten as a cost factor. 

American Gas & Electric was rather “tight” with respect to 
capacity at the end of 1949, but in the 1950 peak they were able to 
“put all their capacity on the line.” The new capacity to be in- 
stalled in 1951 (450,000 KW) will be 50% larger than in 1950; and 
in the next two years some 950,000 more will be added. This pro- 
gram should build up some reserve margin. The increase in capac- 
ity is considered necessary to service the huge amount of defense 
production expected in this territory over the next two or three 
years. The company is confident that residential business will 
also continue to gain, though there may be some shortage of appli- 
ances; it is estimated that annual residential usage may reach 
2,365 KWH by 1954. 

Construction expenditures totaled $265 million in the four 
years 1947-50, or an annual average of $66 million; but this rate 
will be exceeded in the coming three years when an expenditure 
of $291 million is budgeted, or an average of over $97 million per 
annum. The company’s future growth has been projected on the 
basis that the load will double about every seven years, at least 
during the period of defense activity. Thus by 1954 input may 
exceed 20 billion KWH compared with 13.5 billion in 1950. Reve- 


nues of $232 million are expected by 1954 vs. the $167 million of 
1950. 


Because of the dilution resulting from a stock issue late in 


1949, share earnings for that year were reduced to $4.31. For 1950 
the company will report $4.86, which is a little better than the per- 
share figures before the new issue in 1949. The company expects 
to bring out another common stock issue, probably in March, on a 
1-for-15 basis (with an over-subscription privilege), or about 340,- 
000 shares. President Sporn thinks that the dilution resulting from 
the new issue can be offset by earnings on the facilities now being 
constructed and by new economies, but if a rate increase should 
prove necessary to maintain earnings, he is confident that the 
company will be able to obtain it. 





Waddell & Reed Add 


(Special to Tue FrnanciaL CHRONICLE) 


Crowell, Weedon Adds 


(Special to THe FinaNnciAL CHRONICLE) 


LOS. ANGELES, CALIF.— 


Walter L. Meili 


650 South Spring Street, 
shire Boulevard. 


Exchange. 


T. 
Pont & Co., 722 South Spring St. 


With Halbert, Hargrove 


§ (Special to Tue Frvancrat Caronicie) 


With Francis I. du Pont 


(Special to Tue FINaNcIAL CHRONICLE) 
LOS ANGELES, CALIF.— Frank 
Mittauer is with Francis I. du 





. 


BEVERLY HILLS, CALIF. —- 
and Donald FH, 
Talmo have joined the staff of 


Waddell & Reed, Inc., 8943 Wil- 


LONG BEACH, CALIF.—Paul 
R. Foulke and John T. Wolf have 
been added to the staff of Halbert, 
Hargrove & Co., 115 Pine Avenue. 


4 
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Observations... 


is unparalleled. The yield on the A-E bonds—3.3% annually or 
2.9% on the basis of compounding semi-annually over the 10- 
year period—materially exceeds the return from even inferior 
obligations. This has represented as it still does, double the 
yield obtainable from savings banks, and exceeds by almost 50% 
the investment yield from life insurance policies. 


A considerable tax-saving benefit is another privilege con- 
ferred on the holders of these bonds—additionally entailing a 
kind of windfall from succeeding taxation rises. All of the Bonds 
purchased before March 1, 1941 have been completely tax-free 


up to $5,000 of holdings (with principal holdings above that amount 
subject only to surtax). 


The Holder’s Unique Option 


But perhaps the greatest advantage to the Savings Bond- 
holder exists in the continuing money-back option given under 
the full faith and credit of the United States Government—making 
of the bonds interest-bearing currency. Whereas the law per- 
mits even savings banks to deiay deposit withdrawals for 60 
days, the E-holder can get his money back any time (after 60 
days following his purchase). The readers of this column par- 
ticularly will appreciate the value of this privilege, unique in 
American finance. Instead of the usual heads-I-lose-tails-you-win 
arrangement of the corporate borrower having the option to ter- 
minate the contract through the call feature, here the lender holds 
the termination option, exercisable when his own or external 
conditions make it advisable. He is making a loan to the United 
States Government, with the option as to whether it is to be 
changed from long-term to short-term. 


c Incidentally, this blanket money-back option is unparalleled 
in world finance (certain counterparts in Britain and France being 
much more restricted). 


None of our open-market government issues confer the call 
option to the holder. In the case of our Liberty Loans of World 
War One, the First Loan sold in 1917 was callable by the govern- 
ment (not the holder) any time from 1932 to 1947 and was actually 
called to take advantage of the cheapened money market in 1935; 
the Second Liberty Loan, issued Nov. 15, 1917, was callable by the 
government anytime between 1927 and 1942, and was actually 
called to the government’s advantage in 1927; and the Fourth 
Loan, issued Oct. 24, 1918, was retired by successive government 
calls between 1933 and 1938. 


“All This and Heaven Too”? 


With the acknowledgment of these great advantages over 
the holders of savings bank deposits, insurance, and other fixed 
interest obligations, there remains the question whether the Sav- 
ings Bondholder was or is entitled additionally to a guaranty 
against loss of purchasing power. First let us—with foresight 
rather than hindsight—examine the “plight” of the holders of 
the presently-maturing D-Bonds bought in 1941. 


Of course their dollars have depreciated drastically, mani- 
fested in a 70% rise in the cost of living.1 But there is nothing 
unprecedented about this, particularly during wartime.2 In the 
decade 1910-1920, the cost of living more than doubled—rising 
from 68 to 143. The buyer of the Third Liberty Loan in May, 
1918, received dollars worth 13% less at its maturity time of 1928. 

Likewise over the longer-term have there habitually been 
wide swings in the value of the dollar, which were not surrepti- 
tiously kept hidden from the bond buyer of the early 1940s. Dur- 
ing the first quarter of the century, 1900-1925, the purchasing 
power of the dollar fell by more than half. the cost-of-living rising 
from 56 to 125; during the second quarter-century the dollar’s 
buying power has fallen less, namely by a quarter. In the earlier 
period bondholders lost 60% of the purchasing-power value of 
their dollars, but during the second period only 27%. 


A Two-Way Street 


It must also be borne in mind that during many intervals 
the holder of fixed dollar obligations has benefited from upward 
changes in its purchasing power. After World War I the 10-year 
buyer of 1920 would have gained 17% at his 1930 maturity daté 
the 1921 buyer 27%, and so on through the 1931 buyers. 

Change in purchasing power being neither unprecedented 
nor a one-way street, it is difficult to discern the justification of 


using it as an argument to challenge the validity or equity of an 
otherwise fair contract. 


Nor, going behind the quantitative measurements, are the 
recent and current expansionary credit policies of this Admin- 
istration being sprung as something unprecedented. The 
present publicly-aired feud between the Reserve Board and the 
Treasury has advertised the Reserve’s functioning as “an engine of 
inflation” in its supporting of the government bond market. But 
already in the early 1930s were the Reserve’s open-market oper- 
ations castigated by such as Carter Glass and Parker Willis, the 
Reserve Act's architects, as prostituting it into “the doormat of 
the Treasury.” And present expansions of the money supply had 
their counterparts recurrently through the 1930s. ' 


The Bonds Versus the Stock Market Lure 

A kindred complaint being leveled against the Savings Bond 
program is that it has diverted the individual from more ad- 
vantageous investment in common stocks. The intensity of this 
charge is seemingly bound up with the public’s current excitement 
over the luring bull market. In its newly-arrived-at-equity- 
mindedness; the aversion to cash or fixed interest securities is 
entailing the baiting of trustees or advisers who utilize them. 

But here again, in comparing past performance, selection of 
the period is vital. Of course, during the past decade’s net price 
inflation, the stockholder has fared much better than the bond- 
holder (cf. for ex., Howard Vultee’s article on the cover of this 
issue of the “Chronicle’’). 


On the other hand, there have been many 10-year periods 





1 Source—Cost of Livi Index, B isti 
Saudia Absteace Tn” OT Of Laker Statiotics. 
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where the opposite has oceurred. Even during wartime is this so. 
During the earlier years of World War II bonds registered a better 
performance than did stocks in both England and France. In 
England between September, 1939, and November, 1941—despite 
the general price inflation—while equities remained unchanged, 
Consols advanced 30% and industrial bonds by 8%. 

Mr. Donald Kemmerer, Professor of Economics, University of 
Illinois, has compiled an interesting table (published in the 
“Chronicle” of Feb. 1, 1951, p. 24) tabulating the cOmparative 
10-year performances of stocks versus bonds in terms of purclias- 
ing power changes. This shows that in 10 of the years from 1900 
to 1940, a purchase in bonds would have been more advantageous 
even according to this criterion. Besides, the indictment of bond 
investment on the basis of hindsight performance of the aver- 
ages, overlooks the many pitfalls in the way of successful results 


from common stock management attaintable by the average 
individual. 


That all is not so rosy in the equity world, is manifested by 
the long-term performance of the most popular stocks. The 20 
most popular dividend-paying common stocks (selected on the 
basis of trading volume) between 1901 and 1936 suffered an 
average decline of 39%, one-half of the issues shrinking by 50% or 
more. From 1929 to the present, despite our current bull 
market, the Dow, Jones Average still shows a net decline of 
35%, and in the Standard and Poor’s Composite Price Index 
(comprising one-third of all listed stocks in number, and 90% in 
market value) there has been an intervening fall of about 15%. 
Noting the actual equity-investing results obtained in the past by 
the experts, such as the investment trusts, here and abroad: can 


it be assumed that the lay saver could have surpassed these 
overall results? 


In any event, the currently circulated demonstrations (often 
by self-interested sources) of the greater anti-inflation hedging 
functions of stocks. scaring the very wits out of our dolilar- 
holding citizenry, are in effect misleading and dangerous. They 
are irrelevant to the question of the worth—past and future—of 
the Savings Bond, to either the small saver or expert investor. 
The Bonds have been useful to the former as a valuable instru- 
ment of his saving program; to the latter as an integral part of a 
diversified long-term portfolio. 


Definitely—the buyer of U. S. Savings Bonds has NOT been 
cheated. This is wholly apart from the patriotic motive; any such 
persona! satisfaction he derives constitutes “gravy.” 


A second instalment of this analysis of the Savings Bond 
program will appear in our column of next week, and will dis- 
cuss whether blame for any shortcomings in the Bonds’ past per- 


formance is chargeable to the Treasury; the status of prospective 
buyers; the current demands for additional guarantees; and rele- 


vant constructive economic policies. 


3 Cf “Condensed Summary Tables of Certain Active Securities for the Years 
1901, 1910, 1919, and 1926 compared with 1936,” published by Brown Brothers, 


Harriman & Co., New York, 1937. 
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tax factor will become progres- 
sively less favorable during at 
least the next 12 to 24 months. 
(4) A fourth consideration is the 
indicated probability of an in- 
crease in the floating supply of 
stocks, in spite of the belated buy- 
ing by pension funds and trust 
companies. I believe that the in- 
fluence of purchases by these 
groups can be easily exaggerated, 
and I cannot help but recall that 
in 1929, there was a widespread 
belief that the dozens of large in- 
vestment trusts being formed, plus 
the increased popularity of stocks 
as long-term investments, would 
preclude a substantial decline in 
the market from that point on. 


My suspicion that the floating 
supply of stocks is increasing, and 
likely to continue to increase, 
stems partly from the action of 
such heavily capitalized com- 
panies as General Motors, and the 
selling schedules called for by 
various Formula Plans. Purchases 
by Formula Plan Funds in June, 
1949, helped to absorb the floating 
supply of stocks at that time, and 
I suspect. that the selling by 
Formula-minded individuals when 
the Dow-Jones Industrial Average 
crossed the 225 level last June, 
had a great deal to do with 
weakening the technical position 
of the market by the time war 
broke out in Korea a few weeks 
later. An accelerated rate of sell- 
ing also seems likely by individ- 
uals who place emphasis on the 
duration of market advances. If 
we date the present rise from 
June, 1949, the advance is now in 
its twentieth month. This is slight- 
ly in excess of the duration of 
previous advances following de- 
clines which have lasted 15 
months or longer. 


(5) My final point is that I do 
not think we should be too 


The Coming Stock Market Decline 


shocked or surprised if Mr. Stalin 
upsets our economy this Spring 
or early Summer, by either mak- 
ing a real drive for world dis- 
armament, or by resuming his ex- 
pansion program in Europe. It is 
quite possible that Stalin’s failure 
to move in Europe during the past 
three years was due principally to 
the fact that he had more to gain 
by waiting for us to rebuild West- 
ern Europe while he was strength- 
ening his hold on the satellite 
countries. Logic would seem to 
call for either aggressive action or 
a disarmament drive by Russia 
before we become strong enough 
to be in a position to encourage 
the satellite states*to stand up for 
the rights promised to them at 
Yalta and Potsdam. 


Since our knowledge of inter- 
national affairs is definitely re- 
stricted by the State Department's 
policy of secrecy and propaganda, 
I would not want to let this con- 
sideration of possible trouble in 
Europe influence my judgment on 
the stock market to any great 
extent. However, it is worth keep- 
ing in mind. With the market at 
current levels, any move by Rus- 
sia in Europe could have the same 
influence on our stock market as 
did the sudden ending of the so- 
called “phony war” in the Spring 
of 1940, when stock prices in a few 
days lost more than they had 
gained following the outbreak of 
war in the preceding September. 
On the other hand, any real peace 
scare would certainly upset our 
economy, in view of the terrific 
amount of forward buying of al- 
most everything from automobiles 
to paper, because of the fear of 
both scarcities and higher prices. 


Market Risk Now at Maximum 


By way of summary, I think 
that the risks in the market are 


now very substantial and certainly 
much greater than they were in 
1947, 1948, and 1949, when we still 
had the benefit of large pent-up 
demands for peacetime products, 
some hope of a decline in the tax 
burden, and a price level in the 
stock market of only 60% to 70% 
above the 1938 lows as compared 
with a rise in the general com- 
modity price indices of 90% to 
100% from the 1938 lows. The 
Dow-Jones Industrial Average Is 
now 150% above the point at 
which it was an obvious purchase, 
on the basis of our work, in the 
Spring of 1942. Commodity prices 
have risen less than 80% from 
the levels prevailing during that 
year. The rise in the stock market 
from its 1949 low is now about 
55%, as compared with a rise in 
commodity prices of less than 
20%. Surely stocks have gone a 
long way in discounting the infla- 
tion in the commodity price level 
which has taken place so far. With 
a fair chance that our Federal 
budget will not be out of balance 
by the equivalent of more than 2% 
or 3% of our gross National 
product, there is some question 
as to whether the inflation argu- 
ment in the market has not been 
overdone, at least from an inter- 
mediate point of view. 


Market No One-Way Street 


I definitely do not believe that 
the stock market is a one-way 
street, as I have lived through 
several periods when this seemed 
to be the general impression. For 
the reasons I have outlined, I be- 
lieve that investors should be 
selling on balance and limiting 
their positions in equities to some- 
where between 25% and 50% of 
the amount of stocks they were 
willing to hold when fundamentals 
were generally favorable — and 
when public psychology was the 
reverse of what it is today. If his- 
tory continues to repeat itself, in 
general pattern if not in detail, 
many weaknesses in individual 
situations which are now hidden 
will come to the surface once the 
deciine in the market as a whole 
gets underway. At that time, the 
investment of cash will be pos- 
sible with considerably less risk 
and greater possible long-term re- 
wards, than is true under the con- 
ditions prevailing today. 


Collin, Levis Named 
By Clinton Foods 


At the current meeting of the 
board of directors of Clinton 
Foods, Inc., Harry E. Collin and 
William E. Levis were elected di- 
rectors and members of the exec- 
utive committee of the company. 

Mr. Collin is the senior partner 
of Collin, Norton and Co., invest- 
ment bankers of Toledo, Ohio. He 
is also a director and member of 
the executive committee of 
Owens-Illinois Glass Co. and di+ 
rector of National Union Radio, 
Textileather,! Inc., Robert Gair, 
Inc., and of other corporations. 

Mr. Levis is a director and 
chairman of the executive com- 
mittee of the Owens - Illinois 
Glass Company and a director of 
the New York Central - Railroad, 
Ohio Bell Telephone Company 


and other corporations. 


A. G. Edwards Adds 


(Special to THe FINaNcIAL CHRONICLE) 

ST. LOUIS, Mo.—Floyd H. 
Beatty has become associated with 
A. G. Edwards & Sons, 409 North 
Eighth Street, members of the 
New York and Midwest Stock 
Exchanges. He was previously 
with the Mercantile-Commerce 
Bank & Trust Co. 


With Waddell &- Reed — 


(Special to THe Prnanciat CHRONICLE) 

OMAHA, Neb.—Harry Knud- 
sen is now affiliated with Wad- 
dell & Reed, Inc., of Kansas City. 
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News About Banks and Bankers 


was merged into Manufacturers 
Trust Co. in October, 1950, and in 
his new capacity will serve as a 
loaning officer and Credit Depart- 
ment manager at the Brooklyn 
Trust office of Manufacturers 
Trust. 

Manufacturers Trust Co. also 
announces the opening on Feb. 3 
of its new Marine Park office at 
2929 Avenue U, corner of Nos- 
trand Avenue, Brooklyn. The new 
office will be in charge of Ray- 
mond P. C. Green as Manager and 
Daniel J. Brannigan as Assistant 
Manager. It is the third new of- 
fice opened by Manufacturers 
Trust Company in the past three 
months and brings the total num- 
ber of the company’s offices to 
107. 


Approval was given on Jan. 18 
by the New York State Banking 
Department to a certificate of in- 
erease of the capital stock of the 
Garden City Bank and Trust Com- 
pany, of Garden City, N. Y., from 
$600,000 to $750,000. The stock is 
in shares of $10 par value. A. M. 
Kidder & Co. announce that they 
have completed an underwriting 
of 15,000 additional shares of this 
stock, which were offered to 
stockholders at $16 per shares 


The First National Bank of New 
Rochelle, N. Y., increased its cap- 
ital as of Jan. 17 from $600,000 to 
$750,000 by a stock dividend of 
$150,000. 


_ Dr. Karl T. Compton, Chairman 
of Massachusetts Institute of 
Technology, has been named a 
Class C director of the Federal 
Reserve Bank of Boston, Harold 
D. Hodgkinson, Chairman of the 
Board, has announced. Dr. Comp- 
ton, who has taken a prominent 
role in the development of the 
atomic bomb, has been Chairman 
of the Research Board for Na- 
tional Security and a member of 
the Secretary of War’s Special 
Advisory Committee on the Atomic 
Bomb. His affiliations cover a 
wide range of activities, not only 
in the field of physics, but in busi- 
ness and in community develop- 
ment as well. He has served on 
the New England Council, on the 
New England Industrial Research 
Foundation and on the Boston 
Community Fund. He is a di- 
rector of a number of business 
enterprises. His appointment as 
a director of the Boston Federal 
Reserve Bank is for the unexpired 
term ending Dec. 31, 1953. Dr. 
Compton will assume his new du- 
ties immediately. 


At the annual meeting of the 
directors of the Wercester County 
Trust Company of Worcester, 
Mass., immediately following the 
stockholders’ meeting on Jan. 9, 
Herbert V. Lindsay, Jr., was 
elected an Assistant Trust Officer. 
Mr. Lindsay is in charge of the 
Tax and Estate Planning Division 
of the bank’s Trust Department. 
Mr. Lindsay has been with the 
bank since 1948, having previ- 
ously been associated with the 
Equitable Trust Company of Wil- 
mington, Del., for nine years. 
During World War II he served 
four years with the U. S. Navy, 
principally in the Pacific theatre 
of operations. President Edward 
L. Clifford, of the trust company, 
in his report at the stockholders’ 
meeting—his first since becoming 
President of the bank last July 1— 
pointed out that the year-end 
statement of condition reflects the 
recent increase in the par value 
of the capital stock from $2,000,000 
to $2,500,000. 


At the annual meeting of the 
Lincoln National Bank of Newark, 
N. J., on Jan: 16, Artur F. Ferkel, 
who had been Assistant Vice- 


President, was appointed a Vice- 
President in charge of Personal 
Credit. The Newark “Evening 
News” reports that Mr. Ferkel has 
been with the bank for 20 years. 
It also states: 


“Wilbur E. Dunkel, who has 
been a Federal Reserve bank ex- 
aminer, joins the bank as an 
Assistant Cashier. Horace R. 
Ward, Manager at the Colonial 
office, was advanced from Assis- 
tant Cashier to Assistant Vice- 
President. Two other Assistant 
Cashiers also were made Assistant 
Vice-Presidents-—Edgar N. Caruso, 
Jr., of the Vailsburg office, and 
John Deck, of Personal Credit in 
the main office. Alois K. Koschir, 
Auditor, was made Controller. 
William Marold, Manager of the 
Melrose office, was made an As- 
sistant Cashier.” 

The Caldwell National Bank of 
Caldwell, N. J., was placed in 
voluntary liquidation at the close 
of business Dec. 15, having been 
taken over by the National New- 
ark & Essex Banking Company of 
Newark, N. J.; details of the 
acquisition were given in our De- 
cember 14 issue, page 2353. The 


"Caldwell Bank had a capital of 


$223,950, as follows: $125,000 com- 
mon, $48,950 preferred “A” and 
RFC $50,000 preferred “B” Local. 


Effective Jan. 15, an increase 
was brought about in the capital 
of the Peoples National Bank & 
Trust Co. of Irvington, N. J., rais- 
ing it from $200,000 to $250,000, 
through a stock dividend of $50,- 
000. 


Announcement was made on 
Feb. 1 that a proposal for the con- 
solidation of the Corn Exchange 
National Bank and Trust Company 
and the Girard Trust Company, 
both of Philadelphia, has been in- 
formally approved by the boards 
of the two institutions. <A de- 
tailed plan to effect the combina- 
tion is being worked out by 
counsel for both companies. When 
completed and formally acted 
upon by each board it will be 
submitted to stockholders and to 
governmental banking authorities 
for approval. It is proposed that 
stockholders in each bank receive 
one share of stock in the combined 
institution for each share pres- 
ently held. The united bank is to 
be State-chartered and will be 
named Girard Corn Exchange 
Bank and Trust Company. 


David E. Williams, President of 
Corn Exchange, will be Chairman 
of the Board of the combined 
bank; James E, Gowen, Girard 
Board Chairman, will be Chair- 
man of the Executive Committee 
of the board; Geoffrey S. Smith, 
President of Girard Trust, will be 
President. There will be four 
Senior Vice-Presidents of the 
combined institution: two from the 
Corn Exchange, George R. Clark 
and Russell J. Bauer; and two 
from the Girard Trust, J. Malcolm 
Johnston and Basil L. Harlow. It 
is stated that the enlarged insti- 
tution will provide banking serv- 
ice to businesses and individuals 
in the communities served by a 
total of 13 neighborhood, down- 
town and mid-city offices. Both 
Girard and Corn Exchange have 
been growing and expanding in 
the commercial and correspondent 
banking, trust, foreign and con- 
sumer credit fields. The combined 
bank will have total resources of 
more than half a billion dollars. 
Statements as of Dec. 31, 1950, 
showed the two present institu- 
tions together had total deposits 
of over $490,000,000 and capital 
funds, including reserves, of more 
than $46,000,000. 


Pa 


The title of the Security Sav- 
ings and Commercial Bank of 


Washington, D. C., a State mem- 
ber of the Federal Reserve System 
was. changed, effective Jan. 15 to 
the Security Bank. 
% we 

Through a stock dividend of 
$250,000, the Third National Bank 
& Trust Co. of Dayton, Ohio, in- 
creased its capital, effective Jan. 
15, from $1,000,000 to $1,250,000. 


George C. Brainard, Chairman 
of the Board of Directors of the 
Federal Reserve Bank of Cleve- 
land, has announced the appoint- 
ment of Wilbur T. Blair as Vice- 
President, Counsel and Secretary, 
and of Elwood V. Denton as an 
Assistant Cashier of the bank. Mr. 
Blair had been Counsel and Sec- 
reetary of the bank and Mr. 
Denton had been manager of the 
bank’s personnel department. Mr. 
Blair became associated with the 
Federal Reserve Bank more than 
five years ago. He served first as 
Assistant Secretary and after six 
months was appointed Secretary. 
In 1948, he was appointed counsel 
of the bank. Mr. Denton joined 
the Federal Reserve Bank 11 years 
ago as a research assistant, later 
becoming senior credit analyst and 
chief job analyst. 

% a a 

Three changes were made in 
the official staff of the Federal 
Reserve Bank of Minneapolis by 
its board of directors in January, 
Roger B. Shepard, Cnaairman, an- 
nounced. Maurice H. Strothman, 
Jr., Assistant Vice-President. was 
advanced to Vice-President; Clem 
Van Nice, Assistant Cashier, was 
advanced to Assistant Vice-Pres- 
ident, and Kyle Fossum was 
elected an Assistant Cashier. All 
other officers were reelected. Mr. 
Strothman has been with the bank 
nine years, and after becoming a 
trust examiner Jan. 1, 1942, was 
elected Assistant Counsel March 
15, 1944. He was elected Assistant 
Vice-President Dec. 6, 1949. Mr. 
Van Nice joined the bank in Oc- 
tober, 1938, coming from Pierre, 
S. D. Entering army service in 
February, 1941, he held rank of 
Captain in infantry on discharge 
in March, 1946. He was elected 
an Assistant Cashier in December, 
1949. Mr. Fossum joined the bank 
in June, 1941, and in April, 1942, 
joined the armed forces. He was 
a Lieutenant-Colonel in command 
of the 68th Finance Disbursing 
Section when discharged in Oc- 
tober, 1947. Since returning to 
the bank he has been Adminis- 
trative Assistant to the First Vice- 
President. The reappointment of 
Mr. Shepard as a Class C director 
of the Federal Reserve Bank of 
Minneapolis was noted in our is- 
sue of Jan. 11, page 176. 


The appointment of G. R. Mil- 
burn as a director of the Helena 
branch of the Federal Reserve 
Bank of Minneapolis was an- 
nounced on Jan. 12 by Mr. Shep- 
ard. Mr. Milburn’s appointment is 
for the unexpired portion of W. A. 
Denecke’s term, ending Dec. 31. 
Mr. Denecke was recently elected 
to the head office board. 


A change in the name of the 
American Exchange National 
Bank in St. Louis to the American 
National Bank in St. Louis became 
effective Jan. 25, according to the 
Jan. 29 issue of the weekly Bulle- 
tin of the Office of the Comp- 
troller of the Currency. 


Delos C. Johns, of Kansas City, 
Mo., was elected President of the 
Federal Reserve Bank of St. Louis 


at the regular meeting of the 
board of directors on Jan. 11. He 
succeeds Chester C. Davis, who 


resigned from the bank, effective 
Feb. 1, to become Associate Di- 
rector of the Ford Foundation. 
Mr. Johns was elected for the full 
term beginning March 1, 1951, and 
also for the unexpired portion of 
Mr. Davis’ term, Feb. 1-28. Olin 
M. Attebery was reelected First 
Vice-President of the Reserve 
Bank for the term beginning 
March 1, 1951. Mr. Attebery is 
preséntly serving out the unex- 


pired portion of the term of F. 
Guy Hitt, who resigned Jan. 3 
(noted in our issue of Jan. 25, 
page 453) to reenter private bank- 
ing in southern Illinois. As speci- 
fied in the Federal Reserve Act, 
the President and First Vice- 
President of a Federal Reserve 
Bank are elected for five-year 
terms by the Board of Directors 
of the Bank, subject to the ap- 
proval of the Board of Governors 
in Washington. Mr. Johns’ and 
Mr. Attebery’s elections have been 
so approved. 

Announcement was made on 
Jan. 25 by J. R. Parten, Chairman 
of the Board of the Federal Re- 
serve Bank of Dallas, of the elec- 
tion of DeWitt Ray as a member 
of the Federal Advisory Council 
to represent the Eleventh (Dallas) 
Federal Reserve District. He suc- 
ceeds J. E. Woods, Chairman of 
the Board of the Temple National 
Bank, at Temple, Texas, whose 
term ended Dec. 31. Mr. Ray, 
who is President of the National 
City Bank of Dallas. has been 
active in Texas banking circles 
for 30 years. He is former Pres- 
ident of the Texas Bankers Asso- 
ciation, the Dallas Clearing House 
Association and Vice-President of 
the American Bankers Associa- 
tion. 

& Pd % 

A dividend of 19 cents a share, 
the first of a series of monthly 
dividends instituted under a new 
policy, was announced on Jan. 27 
by Fred F. Florence, President of 
the Republic National Bank of 
Dallas. The dividend, amounting 
to $152,000, was declared on 800,- 
000 shares of the bank’s capital 
stock. It was payable Feb. 1 to 
stockholders of record as of Jan. 
20. The increase in capital and 
surplus of the Republic National 
Bank to $32,500,000 became effec- 
tive Jan. 8 upon approval by the 
Comptroller of the Currency. 
This increase of $5,000,000, the re- 
sult of the sale of 125,000 shares 
of additional stock, has been di- 
vided equally between capital and 
surplus, raising the capital from 
$13,500,000 to $16,000,000 and sur- 
plus from $14,000,000 to $16,500,- 
000. A previous item regarding 
the increase appeared in our issue 
of Jan. 11, page 176. 


Glen Facka, formerly of the 
Bank of America, Los Angeles, 
recently joined the staff of the 
Republic National Bank of Dallas 
as an Assistant Vice-President in 
charge of the Savings Department. 

% * * 

Promotions in the official staff 
of the Crocker First National 
Bank of San Francisco, at the an- 
nual meeting of the directors on 
Jan. 9, were reported as follows: 


From Trust Officer to Vice- 
President and Trust Officer, R. V. 
Walsh and E. F. Lawrence; from 
Assistant Trust Officer to Trust 
Officer, E. T. Hannon and F. P. 
Gray; from Assistant Cashiers to 
Assistant Vice-Presidents, F. R. 
Stent and C. A. Corrasa, both in 
the New Business Department; 
Arthur Merkt, Loaning Officer, 
and H. L. Kaufmann of the For- 
eign Department; appointed As- 
sistant Cashiers were: Wm. A. 
Sheehan, Richard M. King, Albert 
J. Rice, Jr., A. Chas. de Limur and 
J. D. Middleton. 

The stockholders at their an- 
nual meeting elected two new 
directors, Wm. Pflueger, Vice- 
President of the bank, and Lingan 
A. Warren, Presidenet of Safeway 
Stores. Mr. Pflueger joined the 
bank in 1915. He was elected an 
Assistant Cashier in 1930 and a 
Vice-President in 1942. 


Appointment of Kyhl S. Smeby 
to the position of Assistant Vice- 
President in the Transamerica 
Corp. and Bank Relations Depart- 
ment of the Bank of America Na- 
tional Trust & Savings Associa- 
tion of San Francisco has been an- 
nounced by A. J. Cook, Chairman 
of the Board. The appointment 
will require Mr. Smeby to spend 
several months each year in New 
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York and New England with 
headquarters in Los Angeles. He 
joined the bank’s staff in 1939. 


a ms oo 


O. S. Aultman, Cashier of Cali 
fornia Bank of Los Angeles, 
marked his 30th year of service 
with the bank in January. Fol- 
lowing various promotions, Mr. 
Aultman became Assistant Cashier 
in 1940, Assistant Vice-President 
in 1943, and assumed his present 
position as Cashier of the entire 
California Bank system in 1946. 

Bo * & 


: The capital of the Pacific Na- 
tional Bank of Seattle, Wash., has 
been raised from $2,500,000 to 
$3,000,000, effective Jan. 18, by a 
stock dividend of $500,000. 
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Merrill Lynch Profits 
At Record High Level 


to the plan since it was organized 
in 1945, 


Mr. Merrill said that investors 
and the investment industry have 
a vital part to play in helping 
build up our military power. 
“There are two keys to a success-= 
ful mobilization economy—pro- 
duction and inflation control,” he 
said. “Production comes first be- 
cause without greatly expanded 
production we cannot provide the 
goods we need for our army and 
our civilian economy. Without 
expanded production any talk of 
controlling inflation is idle pop- 
pycock. 

“The efficient, the practical 
and the economically sound way 
to finance this expansion is 
through the sale of new securities 
to investors. The needed capital 
will be readily forthcoming if 
artificial barriers are not raised 
in the way.” 

Mr. Merrill advocated that all 
corporations seriously consider 
establishing profit sharing plans, 
some part of the funds to be in- 
vested in the company’s own 
stock. He said that profit shar- 
ing provides for a more equitable 
distribution of the proceeds of in- 
dustry. Furthermore, he said, “I 
am convinced production would 
be stimulated and relations be- 
tween labor and capital would be 
greatly improved.” 

Despite all efforts to increase 
production there will still be 
more money available in the 
hands of consumers in 1951 than 
there will be goods to buy, Mr. 
Merrill predicted. It will then be 
the job of government to step in 
and soak up the excess purchasing 
power in the hands of consum- 
ers. “It is drastic and unpleasant 
medicine, to be sure, but is far 
easier to take than the ravages of 
inflation,’ he _ said. “Sharply 
higher taxes, materials allocation, 
price curbs, bond sales and per- 
haps forced savings will be re- 
quired. 

“Certainly our sacrifices will be 
inconsequential in terms of the 
heritage we will be protecting.” 

Merrill Lynch’s annual report 
disclosed that commissions from 
the purchase and sale of listed se- 
curities accounted for 65% of in- 
come, commodity commissions for 
1212%, underwriting and unlisted 
trading brought in 12% and in- 
terest and miscellaneous income 
accounted for 10'2%. During 1950 
the firm underwrote corporate, 
municipal and equipment trust se- 
curities with a total value of 
$125,011,250 and arranged the 
placement of corporate securities 
valued at $63,300,000 with insur- 
ance companies and other large 
institutional investors. 


Two With Merrill Lynch 


(Special to THe Financia CHRONICLE) 


SAN FRANCISCO, Calif— 
Thomas M. Howard and Ted J. 
Sork are now with Merrill Lynch, 
Pierce, Fenner & Beane, 301 Mont- 
gomery Street. Mr. Howard was 
previously with Mitchum, Tully 
& Co. 














Markets 
Walter Whyte 
Says — 

| By WALTER WHYTE===! 
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You probably read many 
articles in the past few days 
showing how the market was 
wp to a new 20-year high. 
Ad if you looked at your 
own list, you discovered that 
it was always the other fel- 
low’s stock that was _ up. 
Yours was about where you 
puid for it; or less. 


Supposing you wanted to 
get into the 20-year high class 
at this late date, you’d have 
to pay way up for them. So 
you start looking for bargains; 
something that “looks higher” 
aad hasn't gone up yet. 


5 A 


ve been thinking of such 
stocks over the weekend. I’ve 
gone over the list from A to Z. 
Some show promise but an 
equal number show nothing. 
The chief trouble with getting 
u0. or rather on the band. wa- 
gon, is that once it stops roll- 
ixig the late jumpers-on may 
fall off with a resounding 
thump, damaging not only 
themselves but what is per- 
haps more important, the 
bank account as well. 


a: ys 3: 


‘The so-called quality stocks, 
tte blue chips, are probably 


going higher. But because 
they are reputed to have all 
the virtues that one looks for, 
they’re selling for high prices. 
The word “high” is of course 
a relative term. But any stock 
which costs 100 or more to 
buy is high. 

{ prefer stocks selling in the 
._ low or medium price areas 
for chiefly one reason. I’m 
assuming that they’re bought 
for their profit possibilities. 
But with every purchase 
there has to be a theoretical 
level where a sale must be 
considered. If it advances the 
sale will become a matter of 
judgment based on various 
fsctors. If it declines action 
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' Private Wires to Principal Offices 
San Francisco—Santa Barbara 
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is urgent. How long to hold 


| it: how much lower, etc., etc. 


ye 


A high priced stock can go 
down considerably before it 
becomes dangerous. A _ low 
priced issue can also break 
sharply, but because it’s low 
priced the loss is seldom per- 
mitted to go very far. 


Having given you a lot of 
semantics, [ll now try to go 
into the various stocks I think 
show better than average pos- 
sibilities from present levels. 
There is Paramount selling 
around 22. It looks like 26 in 
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the near future, with a stop 
at 20!2 on the downside. An- 
other is American Bank Note 
between 15 and 16 (now about 
18). Then there is American 
Steel Foundries between 34 
and 35 with a stop at 32. 


There are other stocks I'll 
talk about in the coming 
weeks but basically remem- 
ber that all stocks will be 
dominated by the market, and 
the market is close to a top. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


Chronicle. They are presented as 
those of the author only.) 


U. S. Production— 
Target for Termites! 


accepted as a fact; for no one 
challenged or corrected it. 

The true and exact facts, of 
course, are to be found in the 
government’s own official records. 
They were gathered by two sepa- 
rate agencies, each working en- 
tirely independently of the other. 
The Federal Reserve Board studied 
the war experience of 3,000 compa- 
nies, and the Department of Com- 
merce studied 2,000. The results 
in both cases were exactly the 
same. 

It was found that the bulk of 
the World War II contracts had, 
indeed, gone to the 100 largest 
manufacturing companies in the 
country, but that these companies 
had subcontracted the work so 
liberally that small and medium- 
sized firms reaped the greatest 
share of the benefits. Specifically, 
it was found that the small and 
medium-sized companies had en- 
joyed a vastly greater increase in 
sales, in profits and in assets, than 
did the larger corporations. 

I repeat these facts here because 
it seems to me that if—in the 
guise of helping Small Business— 
any political agency should ever 
destroy the natural and estab- 
lished channels through which 
orders flow in and out of our in- 
dustrial machine — then, indeed 
the termites will have scored a 
magnificent victory in their at- 
tack upon American production. 


Danger of Permanent 
Regimentation 


The third — and perhaps the 
greatest—danger, I think, lies in 
the fact that the present emer- 
gency may last from 15 to 20 
years, according to General Brad- 
ley, and that during this time our 
government will have absolute 
power over every phase of Ameri- 
can economic life. It can fix 
wages, control prices, regulate 
credit, and limit—or eliminate— 
profits. By edict, it can seize 
existing plants, or create new en- 
terprises to be financed out of 
taxes or on Federal credit. 

In short, these are the same war 


ren CALLS 


¢ Per 100 Shares Plus Tax « 
Mo-K-Tex pfd.@59%4 Apr 12 $337.50 
Radio Corp. ..@19%, Aur 9 137.50 
NY ChiSt L pfd.@146 July 19 1275.00 
Merck Chem. .@52'% Apr 13 637.50 
Dist. Seagrams@28 Mar 26 300.00 
Richfield Oil .@34 May 18 625.00 
Balt. & Ohio.@23 Mar 30 225.00 
Southern Rwy.@57'% Apr 7 475.00 
Stand. Oil Cal.@917%% Mar 17 587.50 
Montg.-Ward .@707%, Apr 5 425.00 


Subject to prior sale or price change 


THOMAS, HAAB & BOTTS 


Members Put & Calls Brokers & Dealers 
Association, Inc. 








50 Broadway, N. Y. 4, Tel. BO 9-8470 








powers which our government has 
assumed and relinquished again in 
the past, but I think we must 
recognize that for the duration, at 
least—and perhaps for as long as 
15 or 20 years to come—a Social- 
istic State will be an accomplished 
fact in America; although a So- 
cialized Economy will not. Wisely 
used, these tremendous powers 
could conceivably be the salvation 
of our democracy; but used un- 
wisely, arbitrarily or maliciously 
they could easily destroy it. To 
triumph over Communism and 
then succumb to Socialism would 
be an empty victory indeed; be- 
cause between the two there is 
no honest difference. In the end, 
both stand for the death of democ- 
racy and the murder of freedom. 

To prevent the misuse of these 
powers and the destruction of pri- 
vate initiative is, to my mind, the 
most compelling responsibility of 
every man in this room. 

It is our responsibility that we 
understand fully the problems that 
confront our government; and that 
we shirk no burden we should 
rightfully bear. 

It is also our responsibility to 
see that our government knows 
and understands the problems of 
business and does nothing that 
will prevent the necessary growth 
of our production. 

Finally, it is our responsibility 
to see that the public is kept 
clearly informed on both sides, so 
that our people may be guided by 
an accurate knowledge of the 
facts. 

Gentlemen, I know of no time in 
our history when a full, free and 
open exchange of information be- 
tween business and government 
has been more essential to our 
national welfare. 

‘The Trained Termites won't 
like it, of course. They don’t be- 
lieve in Free Speech for Business. 
They may even call it “lobbying.” 

But it isn’t. 

I'd call it “Termite Control.” 


Smithwick Joins 
Moors & Gahot 


(Special to THe Financtat CHRONICLE) 


BOSTON, Mass. — Austin K. 
Smithwick has become associated 
with Moors & Cabot, 111 Devon- 
shire Street, members of the New 
York and Boston Stock Exchanges. 
Mr. Smithweiek was formerly Vice- 
President of A. W. Smith & Co., 
Inc. In the past he conducted his 
own investment business in Port- 
land, Maine, 


With Scranton Co 
(Special to THe Frnancrat CHRONICLE) 
NEW HAVEN, Conn.—John P. 
Welsh is with Chas. W. Scranton 
& Co., 209 Church Street, mem- 
bers of the New York Siock Ex- 
change. 
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Mutual Funds 


ferred Stock Fund, K2 shows net 
assets of $9,579,880 on Dec. 31, 
1950, compared with $9,358,268 a 
year earlier. Net asset value per 
share on the 364,779 shares out- 
standing at the end of 1950 was 
$26.26, against $2251 on 415,703 
shares at the close of 1949. In ad- 
dition to $3.71 per share gain in 
net asset value, the Fund paid 
special distributions of net real- 
ized profits equal to $1.63 per 
share during 1950. 


‘National’? January Sales 


Set All-Time Record 

Sales of “National” mutual 
funds for January, 1951, were re- 
ported at $4,432,536, by H. J. 
Simonson, Jr., President of Na- 
tional Securities & Research Cor- 
poration, the highest month’s 
sales in the history of the com- 
pany—up 39% from the previous 
high monthly sales record made 
January, 1950. 

As of Jan. 31, 1951, the net as- 
sets of funds managed by National 
Securities & Research Corporation 


Amount of Sale 
at Regular 
Offering Price 
Under $25,000 
$25,000 to $49,999.99____ 
$50,000 to $99,999.99____ 
$100,000 and over_____- 


Whitehall Fund has maintained 
its relative position in the grow- 
ing balances fund field but still 
is comparatively small in size. The 
allowance of limited special con- 
cessions to dealers is intended to 
stimulate interest and to acceler- 
ate the growth of the Fund. It 
seems to be the best means for 
eliminating as quickly as possible 
the inconvenience to dealers and 
their clients resulting from the 
fact that quotations on Whitehall 
Fund are not now available to 
local newspapers through the As- 
sociated Press. This results from 
the fact that the Fund lacks the 
necessary number of stockholders 
to qualify under a recent decision 
of the Quotations Committee of 
the National Association of Secu- 
rities Dealers, Inc., to limit the list 
furnished to the news service to 
investment companies having as- 
sets of at least $1,000,000 and at 
least 500 stockholders. 


In addition to meeting the pri- 
mary objective of qualifying 
Whitehall Fund for the quotation 
list, allowance of special conces- 
sions will be beneficial to dealers 
in increasing the Fund’s size. 
Smallness has been regarded a 
disadvantage by some dealers ir- 
respective of the fact that the 
Fund has established a good in- 
vestment and dividend record in 
its 354 years of operation and is a 
member of a large investment 
company group with the services 
of experienced management and 
research organizations. 


Dealers now signed with us to 
sell Whitehall Fund need only 
execute an added agreement spe- 
cifically covering the special con- 
cessions. Dealers who have not 
signed must execute both our reg- 
ular sales agreement and _ the 
added agreement. All orders for 
Whitehall Fund shares received 
between Feb. 7 and June 30, 1951, 
will be accepted subject to the 
signing of the added agreement or 
both the regular and added agree- 
ments, as may be required, 


Stein Roe Fund 
Up 50% in 3 Months 


The Stein Roe & Farnham Fund, 
Inc., has reached a net asset value 
of $3,000,000, achieving a 50% 
growth in the past three months, 
Harry H. Hagey, Jr., President, 
announced in conjunction with the 
release of the Fund’s 1950 annual 
report. 

In the annual statement, Mr. 
Hagey reported that since Korea 
numerous shifts have been made 


Effective 
Sales Load 


7.00% 
5.49% 
4.22% 
3.23% 


were over $88,000,000 —up 37% 
from a year earlier figure. 

The market value of the securi- 
ties held in the various trust funds 
on Jan. 31, 1951, exceeded their 
cost by over $10,800,000. 


Stock Series continues to be the 
largest of the “National Funds” 
with net assets on Jan. 31, 1951, 
at over $25,000,000. Net asset value 
of Stock Series was $6.14 on Jan. 
31, 1951 which compares with 
$4.77 a year earlier. 


Whitehall Fund Makes 


Special Dealer Concession 


Effective Feb. 7, 1951, and con- 
tinuing through June 30, 1951, the 
concession to all dealers on regu- 
lar sales of shares of Whitehall 
Fund, Inc., is increased to 6% 
from 5% and the concession on 
discount sales is increased propor- 
tionately. On July 1, 1951 all con- 
cessions will revert to those pres- 
ently applicable. Regular and lim- 
ited special concessions are set 
forth below: 


Dealers’ 
Regular 
Concessions 


RO 
J 


Dealers’ 
Special 
Concessions 


6.0% 

% 4.3% 
3% 3.6% 
24% 2.7% 


in investments of the Fund to ad- 
just to changed conditions. “In- 
creasing emphasis has been 
placed,” he said, “upon securities 
which should be able to sustain 
or improve operating profits un- 
der defense preparation and whose 
earning power should not be too 
severely affected by higher taxes.” 

In this readjustment of portfolio, 
the common stock position of the 
Fund has been maintained at ap- 
proximately 60% of funds in- 
vested. 

“Over the longer term, the most 
serious risk to the investor is that 
of continued shrinkage in the pur- 
chasing power of the dollar,” Mr. 
Hagey told shareholders. “Until 
that threat is substantially dimin- 
ished, or until stock prices seem 
unrealistically high in relation to 
earnings, yields and book values, 
we feel that the common stock po- 
sition of the fund should be main- 
tained.” 


Net asset value of the Stein Roe 
& Farnham Fund was $2,432,427.90 
as of Dec. 31, equal to $61.49 a 
share on the 39,555 shares out- 
standing. This compares with net 
assets of $677,868.47 a year earlier, 
equal to $54.23 a share on the 
12,500 shares then outstanding, 


Rittenhouse Reports 
Units te Be Split 10-1 


Rittenhouse Fund net assets in- 
creased more than 50% during 
1950 to $1,199,582.07. The value of 
each participating unit increased 
from $104.87 to $107.69. At the 
same time $3.12 per unit of income 
and $1.88 per unit of realized cap- 


ital gains, or a total of $5 per unit 
was distributed to participants in 
the Fund. Of the total paid dur- 
ing the year, 33.981% was taxable 
as a long-term capital gain. 

On Feb. 15, 1951, Rittenhouse 
Fund units will be split ten for one, 


Joins A. M. Kidder 


(Special to THe FINaNciaAL CHRONICLE) 
CLEARWATER, Fla. — Thomas 
D. Richardson is with A. M. Kid- 
der & Co., 405 South Garden Ave~ 
nue. 


John L. Atbe Adds 


(Special to THe FrnancrtaL CHRONICLE) 

PALM BEACH, Fla.—Julian T. 
Bishop now associated with 
John L. Ahbe & Company, 268 
South County Road. 


is 
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The following statistical tabulations cover production and other figures for the i 
latest week or month available. Dates shown in first column are either for the 





Business Activity 


Latest 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 


Month Year Latest Previous Year a 

AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago Month Month Ago 
Indicated steel operations (percent of capacity )------_--.----~- Feb. 11 96.7 101.3 99.1 91.5 | ALUMINUM (BUREAU OF MINES): 

Equiva‘ent to— é Production of primary aluminum in the U. S. ; 

Steel ingots and castings (net tons)_.~.._+-..-~-_--_-_____--- Feb. 11 1,933,100 2,025,000 1,980,800 1,744,200 (in short tons)—Month of November_____ 62,276 62,915 35,865 © 

Stock of aluminum (short tons) end of Nov. 14,192 13,731 39,738 

AMERICAN PETROLEUM INSTITUTE: 

Crude oil and condensate output — daily average (bbls. of 42 BUILDING CONSRUCTION PERMIT VALUA- 

ON Ne eae ce ah EK eee at 6,065,700 6,051,350 5,767,910 4,955,950 TION IN URBAN AREAS OF THE U. S. 

Crude runs to stills — daily average (bblis.)_..._._____--______-_ Jan. 27 16,483,000 6,505,000 6,388,000 5,470,000 —U. S. DEPT. OF LABOR — Month of 

Gasoline output’ (bBis.)_------_--_-__--___- Wi nat then Saltese 21,106,000 20,724,000 20,512,000 18,363,000 November (000’s omitted): : 

PerUneres: uns ee os 8 et ese Jan. 27 2,873,000 2,926,000 2,693,000 2,686,000 All building construction___..___.__________ $702,243 *$870,390 $620,839 

Gas, oil, and distillate fuel oil output (bbls.)__.___________-___ Jan. 27 9,954,000 9,366,000 10,024,000 7,302,000 I ne ae, 374.663 *447,326 374,624 

Residual fuel oil output (bbis.)_...______--___ or 9,905,000 9,637,000 9,434,000 8,389,000 Yew nonresi@enteal.. 2. - 220022... 2 247,337 *329,189 181,684 

Stocks at refineries. at bulk terminals, in transit and in ‘pipe lines— Additions, alterations, etc......... | 80.243 *93,875 64,531 
mel ——— gasoline (bbis.) at____.__--____~__- -~-Jan.27 126,261,000 123,782,000 116,872,000 124,270,000 . 4 , 

erosene ( See ey at Rae a Jan. 27 16,446,000 17,177,000 20,335,000 18,449,000 
Gas, oil, and distillate fuel oil (bbis.) at____ ee 58,997,000 61,147,000 71,318,000 66,337,000 TS a ae ten 
Residual fuel oil (bbis.) at__---_--____. ----------------- ---Jan.27 40,378,000  *40,109,000 41,062,000 57,036,000 SERVE SYSTEM — Estimated short-term 
credit in millions as of Dec. 31: 

ASSOCIATION OF AMERICAN RAILROADS: a @MUIRI «SUG $20,093 *$19,403 $16,809 
Revenue freight loaded (number of cars)_ ciliate Saree taal ----Jan,. 27 784,185 779,816 602,376 635,934 Pies = ONOUNS Soi elite fe 2 13,478 *13,304 10,890 
Revenue freight received from connections (number of cars)__-_Jan. 27 725,547 731,518 583,166 573,952 ee aoe te are 7,923 *7,805 6,240 

I ae ¥ 4,134 *4,175 3,144 

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- | pooniftoe ~wateelenpe aspen emer gieya: 3 ar-- FB on ehe 3,086 

RECORD: lens, Sagi eae in. ane , ; ° 

Bi eS OE Ret RU NOTES: -Feb. 1 $235,102,000 $305,269,000 $154,206,000 $160,683,000| “°mynstalment credit ---—-----_--_-_--____ S615 Me 5.939 

Private construction —..__...--<-=..----_. hi Seae. _.....Feb. 1 156,215,000 235,369,000 63,439,000 90 540,000 narge accounts ————----~.-~-- nme men 4,227 39 3,909 , 

ee - s cenicmemamniicn Pee PS ee | | 78,887,000 69,900,000 90,767,000 70,143,000 Mn. payment loans_______-____. ae aEES. 1,326 1,298 1,018 
ge RA canon aiuiirtn chlete- we dtin tesalie Feb. 1 65,308,000 48,380,000 80,698,000 47.481.000 ervice credit -_-------------___-._.----- 1,062 *1,062 992 

Pederal -_-~----------------------------~-~------~--------~--~--- Feb. 1 13,579,000 21,520,000 10,069,000 22,662,000 | CONSUMER PRICE dik fn meonehsee 

COAL OUTPUT (U. S. BUREAU OF MINES): Sante. Weld eo maa CITIES— 

Bituminous coa] and lignite (tons)__~_~ POSED A.. ais ¥ == kt OF 11,375,000 11,175,000 9,415,000 7,500,000 | ay) it 1 ae 

Pennsylvania anthracite (tons)__.-___-____ sii a cna na ai piconet a ae 974,000 956,000 647,000 726,000 All foods 16g? Rangeela fee = hay Raed pa 

DoechiVeccuwe: (tian 2. senses ba od als ees Oe ° PO er = — . 3 ' 7 ‘ 
eave Ceae (same? 7 157,900 162,400 141,600 20,500 Cereals and bakery products_. ‘ 4 177.3 177.1 169.2 

IEE coreg agen tpie es ee eee a 247.7 250.0 226.4 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- Dairy products Se ee ee %. 191.5 190.6 186.4 

TEM—1935-39 AVERAGE—100____.____________- thebeten wt an. 27 278 301 237 222 ee suds eee. & i 206.5 207.2 207.8 
Sb and vegetables niece amenities " 193.3 187.0 202.0 
everages mea Keates lect: Aa ete! “ 333.3 343.9 265.3 

EDISON ELECTRIC INSTITUTE: 4 pe Sees eee etre 154.6 154.6 139.7 

oe OB SS a a ee 7,099,385 6,969,566 6,602,122 6,062,095 Guser. end eweethsccswct cect 2c 8 185.8 186.3 178.9 * 
+ es a Oe ee ‘ ‘ 4 193.4 186.3 
' Te. e pe AR 1 SR 125. 125.0 122.0 
“tan a AND INDUSTRIAL) DUN & BRAD es nk “i om san Puel, “sad leceiclty refrigeratos__ > 143.7 143.1 139.2 
Aen Rec. 7 She fee Oe tee ’ as and electricity___ ou - , 6. ; 
| RES see Ree Rs 200.4 199.4 190.0 

IRON AGE COMPOSITE PRICES: ice -.... +------------- - 251.6 150.3 146.6 { 
Finished steel (per Ib.)—__- eget ties _.__Jan. 30 4.131c 4.131c 4.131c 3.837¢ House furnishings —_-- acne . 202.3 199.8 185.4. 
Pig iron (per gross tor)__ ihtiacinas __Jan. 30 $52.69 $52.69 $52.69 $46.05 Miscellaneous ~----~----------__- ’ 568.5 ates SEO" 
Scrap steel (per gross ton)_-_ Ainet Jan. 30 $47.75 $46.08 $45.09 $27.08 ‘ 

EDISON ELECTRIC INSTITUTE: 
. Kilowatt-hour sales to ultimate consumers— : 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— Rivdawe cour dune Bh eel Spree 2 of ee oc weet 
Domestic sotinery a6¢i6o-<.. 2.5 bitin SD sito de NS lh 'sa SS 24.200c 24.200c 24.200c 18.200c November 440.961.000 435.281.900 3291.006.600 
Export refinery at- — CERO Reson: Paes oo ep sa ge-aeee os.Sep0 18.425¢ | Number of ultimate customers at Nov. 30- 44,840,531 44,703,490 42,693,499 

Straits tin (New York) at___ ca _Jan. 31 1€2.500c 180.000c 151.000c 74.500c ey > . . . 4 4 . : 

Lead (Mew Tors). ate... ee ee ee 17.000c 17.000c 17.000c 12.000c 

Lead (St. Louis) at.___- __Jan. 31 16.800c 16.800c 16.800c 11.800c | FACTORY EARNINGS AND HOURS—WEEKLY 

Site. Cost Ot; BAeNy Oboe. i  , Fae Sal ae 17.500c 17.500c 17.500c 9.750c AVERAGE ESTIMATE — U. S. DEPT. OF 

LABOR—Month of December: 
Earnings— 

MOODY’S BOND PRICES DAILY AVERAGES: , . 

U. B. Government Bonds__.._____. cae _.--Feb. 6 101.39 101.38 101.36 103.79 ee ae or ae “Seka a 

Average corporate ______ NE ee Feb. 6 116.02 116.02 115.63 116.41 Nondurable goods a : e 58.56 *57.19 52.73 

| Og lee ee EAS » : Feb. 6 120.02 120.02 119.82 121.46 ‘ 3 ,. - ' ian tak j y ’ 

ee enerinnss-coeat: shits , Feb. 6 118.80 118.80 118.80 120.02} Hours— } \ 

A RE: 2p A See : _Feb. 6 115.43 115.43 115.04 116.02 All manufacturing “ 41.6 *41.2 40.0 

Baa _ LENT TEEN Feb. 6 110.15 110.15 109.60 108.70 Durable goods - 42.5 *41.9 40.3 

Railroad Group er te: py Feb. 6 112.93 112.93 112.19 111.62 Nondurable goods . ‘ a 2 40.5 *40.3 39.5 

Public Utilities Group__ otek a Feb. 6 115.82 115.82 116.02 117.40 Hourly earnings— 

pg ae ee — _Feb. 6 119.20 119.20 119.00 120.43 All manufacturing “ $1.542 *$1.514 $1.410 

Durable goods . 1.615 *1.588 1.478 

MOODY’S BOND YIELD DAILY AVERAGES: Nondurable goods rat 1.446 *1.419 1.335 
U. S. Government Bonds. _.Feb. 6 2.39 2.39 2.39 2.22 
Average corporate _______-- ; Feb. 6 2.85 2.85 2.87 2.83 | METAL PRICES (E. & M. J. QUOTATIONS)— 

Aaa late Nepean nin ‘ : Feb. 6 2.65 2.65 2.66 2.58 Average for month of January: 

Aa eh Seal . ' Feb. 6 2.71 2.71 2.71 2.65 

A ee Feb. 6 2.88 2.88 2.90 2.85 « dpotesigtio® Gemmsaile refinery 24.200c 24.200c 18.200 

Baa toliaani Feb. 6 3.16 3.16 3.19 3.24 1 ic inery.. : 4! 

? -4 . Electrolytic export refinery_—- 24.425c 24.425¢ 18.420¢ 

Railroad Group owe a nT Feb. 6 3:01 3.01 3.05 3.08 Lead (per pound)- 

Public Utilities Group__ Feb. 6 2.86 2.86 2.85 2.78 Common, Yew York 17.000c 17.000c 12.000c 

Industrials Group —_____-__- _Feb. 6 2.69 2.69 2.70 2.63 Common, st. Louis 16.800c 16.800c 11.800c 

Silver and Sterling Exchange— 

MOODY’S COMMODITY INDEX aren ' ; Feb. 6 533.5 530.8 511.1 355.5 Silver, New York (per ounce) 88.709c 80.000c 73.250c 

Silver, London (pence per ounce) 76.568d 70.000d 64.000d - 
Sterling Exchange (Check) $2.79972 $2.79925 $2.79750 . 

NATIONAL PAPERBOARD ASSOCIATION: inc . . . ” . . 
Orders received (tons)_-__—- ee a Fee 204,050 218,278 158,208 mee) ful —— winting ona 
en are (toms) ————- ee on. tas i re — ‘New York Straits 171.779¢ 144.940c 76.070¢ ~ 
Unfil'ed cratte (tons) at - oy 27 659.349 705.371 617.245 337.785 §§New York, 99% min. 170.779¢ 143.940c 75.070c . ’ 

; ao} > - oy sey , , , , ; Gold (per ounce U. §S. price) $35.000 $35.000 $35.000 
Quicksilver (per flask of 76 pounds) $195.000 $126.240 $71.000 - 

OIL, PAINT AND DRUG REPORTER PRICE INDEX—1926-36 Antimony (per pound) (E. & M. J.) 38.742c 35.280c 33.200¢c 

AVERAGE—100 ae = a4 _..Feb. 2 152.2 152.1 148.9 122.1 Antimony (per pound), bulk, Laredo 35.462c 32.000c 29.920c 
Antimony (per pound), in cases, Laredo 35.962c 32.500c 30.420c-- 

- : caataietties ’ Antimony (per pound), Chinese Spot ‘“ Nominal Nominal Nominal 

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OFf ODD- Platinum, refined (per ounce) $90.000 $90.000 $69.000 
LOT DEALERS AND SPECIALISTS ON THE N. ¥. STOCK tCadmium (per pound) - $2.55000 $2.55000 $2.00000 - 

EXCHANGE—SECURITIES EXCHANGE COMMISSION: +Cadmium (per pound) $2.67500 $2.67500 $2.07500 

Odd-lot sales by dealers (customers’ purchases )- S$Cadmium (per pound) $2.80000 $2.80000 $2.15000 
Number of orders ‘ - ee 50,996 51,396 39,378 28,169 Cobalt, 97% w $2.10000 $1.80000 $1.80000 
Number of shares______ ; Jan. 20 1,547,897 1,553,886 1,248,831 833,639 Aluminum, 99% plus, ingot (per pound) 19.000c 19.000c 17.000¢ 
eee Wieee. ...... 1nss.s ; 72 ‘ Jan. 20 $68,725,311 $65,981,391 $48,803,549 $34,501,271 _Magnesium, ingot (per povnd) 24.500c 24.500c 20.500c | 

Odd-lot purchases by deniers ( qustemers’ sales )— **Nickel cera marae, 50.500c 49.500c 40.000¢ | 
Number of orders—Customers’ total sales ss 51,227 47,785 41,401 29.369 | 

Customers’ short sales_ bn ..Jan. 20 471 514 360 282 | SELECTED INCOME ITEMS OF U. S. CLASS I | 
Customers’ other sales___- ’ ; Jan. 20 50,756 47,271 41.041 29.087 RYS. (Interstate Commerce Commission) H 
Number of shares—Customers’ total sales Jan. 20 1,467,551 1,377,606 1,256,542 804,312 —Month of October: 
Customers’ short sales__ => ; ..Jan. 20 17,492 18,543 13,677 10,906} Net railway operating income $134,629,278 $122,622,396 $46,652,013 ' 
Customers’ other sales_____--- -------- _ Jan. 20 1,450,059 1,359,063 1,242,865 793,406 Other income __--__- 17,741,621 22,842,089 17,522,705 | 
Dollar value ~----~-------_--~---..__~----~~~- -_---------Jan.20 $58,418,339 $53,607,787 $46,632,342 $29,546,513 Total income 152,370,699 145,464,485 64,174,718 

Round-lot sales by dealers— Miscellaneous deductions from income 4,031,300 4,033,979 2,706,615 } 

Number of shares—Total sales_..___. — _Jan. 20 475,230 365.040 405.690 261,610 Income available for fixed charges 148,339,599 141,430,506 61,468,103 
Short sales _. +> Jan. 20 ies a . J 7. Income after fixed charges 111,135,559 102,549,067 26,721,676 
Other sales cated baie kid __Jan. 20 475,230 365,040 405,690 261,610 ome — 3,272,329 3,583,906 3,369,937 | 
Round-lot h “ et income 107,863,230 98,965,161 23,351,739 | 
Saeanber 2 ae by dealers. am 2 aan itt 981668 ete ate g9.140| Depreciation (way & structures & equip.) 36,473,536 36,892,710 34,064,934 
Se een enn enn nnwenme mom ----- , , 289,1 Amortization of defense projects 1,279,513 1,368,408 1,360,623 
Fed j s 7 j 
WHOLESALE PRICES NEW SERIES — U. S. DEPT. OF LABOR— Dividend appeopeiatiens: ee) ee) oe 
1926—100: On common stock 14,065,088 14,788,788 5,240,856 
All commodities ite dein ahd Sc . , 4 Jan. 30 160.5 *180.0 176.8 151.8 On preferred stock 12,232,312 1,341,893 4,371,855 
Farm products _______ : ets Jan. 30 197.1 196.4 189.3 156.2 Ratio of income to fixed charges 3.99 3.64 1.77 
Grains ---— . Jan. 30 189.6 186.2 185.6 160.7 
Livestock - Jan. 30 257.0 257.0 241.2 198.0 | ZINC OXIDE (BUREAU OF MINES) — Month 
wusent eMRenctsi: Jan. 30 185.2 183.9 181 154.5 of November: 
rats __. CTE Saka : Jan. 30 265.5 263.5 257.9 208.11 production (dhort tens) 18,980 20,576 10,919 

All commodities other than farm and foods__ Jan. 30 169.4 *169.3 167.1 145.9 Shipments (short tons) 19,241 19,672 11,594 e 
Textile products __~- Jan. 30 180.7 180.7 172.4 138.5 Stocks at end of month (short tons) 9,997 10,258 10,093 
Puel and lighting materia! Be +s __Jan. 30 136.2 136.2 136.1 131.3 
_S- and metal products______ Sere: * 4 Jan. 30 188.7 188.4 187.4 168.9 *Revised figure. tBased on the producers’ quotation. tBased on the average of } 

~ ing materials. N18 as -e- ___Jan. 30 225.4 *225.4 222.4 192.1 | the producers’ and platers’ quotations. Based on platers’ quotations. ‘Domestic, five + 

Pm a and ant products Jan. 30 144.9 144.9 141.2 115.7 | tons or more but less than carload lot packed im cases, f.o.b. New York. **F.O.B. Port 

vised figure. {Includes 588,000 barrels of foreign crude runs. Colburne, N. S., U. 8, duty included. 








§$Tin contained, 





$8 (650) 


Securities Now in Registration 


Affiliated Fund, Inc., New York 
Jan. 26 filed 5,000,000 shares of common stock. Under- 
writer—Lord, Abbett & Co., New York. Proceeds—For 
investment. 


Alhambra Gold Mines Corp., Hollywood, Calif. 
Mov. 1 filed 80,000 shares of common stock. Price—At 
par ($1 per share). Underwriter—None. Proceeds—For 
4urther development of mine and for working capital. 


@ Alliance Tire & Rubber Co., Ltd. (israeli) 
Feb. 1 filed 28,770 shares of class A common stock (par 
five Israeli pounds). Priee—$50.40 per share (to be of- 
fered as a speculation). Underwriter—None. Proceeds— 
Jo construct and equip a modern tire and rubber plant 
#n the State of Israel Business—Plans manufacture of 
fires and other rubber products. 


@ Allied Van Lines Terminal Co., Chicago, III. 
Jan. 31 (letter of notification) 29,000 shares of class A 
etock to be offered only to agents of the company. Price 
—At var ($10 per share). Underwriter—None. Proceeds 
--For construction of a terminal and office building. 
Office—1018 South Wabash Ave., Chicago 5, III. 


@ American Buyers Insurance Co. of Utah 

Jan. 26 (letter of notification) trust certificates to be 
fssued under a trust agreement and to be offered by 
William Isaac Lowry and William Ashton McLeod, “by 
the terms of which a Legal Reserve Stock Insurance Co. 
fis to be activated, or this company is to be converted 
into a Legal Reserve Stock Insurance Co. when the funds 
received by the trustees as dividend assignments and 
accumulations thereto equal $100,000 but not more than 
$300,009 and capital stock of such Legal Reserve Stock 
Insurance Co. is to be issued and distributed to the sub- 
ecribing policyholders on the basis of one share of stock 
for each $2 in dividends received by the trustees for 
such trustors.” Underwriters—None. Proceeds—To be 
placed in either a surplus or reserve fund of Legal Re- 
serve Stock Insurance Co. Office—461 Seventh *Ave., 
Salt Lake City, Utah. 


® American Research & Development Corp., 
Boston, Mass. 

Feb. 1 filed 106,420 shares of common stock (par $1). 
Price—$25 per share. Underwriters—None, but subscrip- 
tions may be obtained by Estabrook & Co., Harriman 
Ripley & Co., Inc. and Clark, Dodge & Co., New York, 
and other members of the NASD. Proceeds—To make in- 
vestments in certain enterprises. 


American Telephone & Telegraph Co. (2/13) 
Jan. 18 filed not exceeding $420,000,000 12-year 3°3% 
convertible debentures due March 19, 1963 (amount ex- 
pected to be in excess of $410,000,000) being offered to 
etockholders of record Jan. 29, 1951 on basis of $100 of 
debentures for each seven shares of stock held; rights 
to expire on March 19, 1951. The debentures will be con- 
vertible into capital stock beginning June 1, 1951, at $138 
per share, payable by surrender of $100 of debentures 
and payment of $38 in cash. Price—At 100% of principal 
amount. Underwriter—None. Proceeds—For advances 
to subsidiary and associated companies and for general 
corporate purposes. Statement effective Jan. 24. 


Ampal-American Palestine Trading Corp., N. Y. 
Dec. 8 filed $5,000,000 of 15-year 4% sinking fund bonds, 
series A, due 1966. Price—At 100. Underwriter—Direc- 
tors and employees may be salesmen. Proceeds—To 
develop and expand agricultural, industrial and commer- 
cial enterprises in Israel. Statement effective Jan. 9. 

Argo Oil Corp., Denver, Colo. 

Dec. 18 (letter of notification) 5,750 shares of capital 
stock (par $5). Price—At the market (approximately 
$17.3712 per share). Underwriter—Carl H. Pforzheimer 
& Co., New York. Proceeds—To A. E. Johnson, Presi- 
dent, the selling stockholder. Office—1100 First National 
Bank Building, Denver, Colo. 

Armco Steel Corp. (2/26) 

Jan. 30 filed a maximum of 884,000 shares of common 
stock (par $10) to be offered for subscription by common 
stockholders of record Feb, 26, 1951, on the basis of one- 
fifth share for each share held; rights to expire on 
March 14, 1951. Price—To be supplied by amendment. 
Wnderwriters—Smith, Barney & Co. and W. E, Hutton & 
Co. Proceeds—For expansion program and additional 
working capital. 

@® Athey Products Corp., Chicago, Iil. 

Jan. 29 (letter of notification) 10,000 shares of common 
stock (par $4). Price—$7.50 per share. Underwriters— 
F. S. Yantis & Co., Inc., Chicago, Ill. Proceeds — To 


Charles O. Kalman of Captiva, Fla., the selling stock- 
holder. 
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Atlantic Oil Corp., Tulsa, Okla. 
Nov. 13 (letter of notification) 48,046 shares of capital 
stock. Price—At par ($5 per share). Underwriter—Con- 
tinental Corp., Tulsa, Okla. Proceeds—To purchase oil 
and gas properties. 


B. & H. Incorporated, New Orleans, La. 

Jan. 8 (letter of notification) 19,397 shares of 6% cumu- 
lative preferred stock (par $10) and 58,940 shares of 
common stock (par 50 cents) to be sold in units of one 
preferred and one common share. Priee—$10.50 per unit 
and 50 cents per share for common stock. Underwriter— 
Woolfolk & Shober, Inc., New Orleans, La. Proceeds— 
For working capital. Office—513 Carondelet Bldg., New 
Orleans 12, La. 


@® Bever Corp., Miami Beach, Fia. 

Jan. 29 (letter of notification) 400 shares of non-voting 
10% cumulative preferred stock. Price—At par ($500 per 
share). Underwriter—None. Proceeds—To expand busi- 
ness and for development of new drugs and drug ideas. 
Office—1440 Alton Road, Miami Beach, Fla. 


Brilhart Plastics Corp., Mineola, L. I. (2/14) 
Jan. 4 (letter of notification) 100,000 shares of common 
stock (par 5c), to be sold to highest bidder at public 
auction by Adrian H. Muller & Son, 39 Broadway, New 
York. Price—It is not anticipated that the aggregate 
sale price will exceed $100,000. Proceeds—To General 
Acceptance Corp., of Allentown, Pa. 


Brown Co., Berlin, N. H. 

Jan. 25 filed 144,151 shares of $5 cumulative convertible 
preference stock (no par) and 144,151 shares of $3 cumu- 
lative second preference stock (no par), together with 
voting trust certificates representing the same, to be of- 
fered in exchange for 144,151 shares of $6 cumulative 
convertible preferred stock on basis of one share of each 
class of preference stock for each share of $6 preferred 
stock. Underwriter—None, but Georgeson & Co. will 
solicit exchanges. 


Canyon Gold, Inc., Cripple Creek, Colo. 
Jan. 22 (letter of notification) 5,000,000 shares of capital 
stock. Price—At par (1¢ per share). Underwriter—Mel- 
son Allen Cleek, of Spokane, Wash. Proceeds—For min- 


ing operations. Office—209 East Bennett St., Cripple 
Creek, Colo. . 


Central IMinois Electric & Gas Co. (2/21) 
Jan. 29 filed 80,000 shares of common stock (par $15) to 
be offered to common stockholders at rate of one share 
for each seven shares held on or about Feb. 21, 1951, 
with an oversubscription privilege; rights to expire 
March 8. Price—To be supplied by amendment. Dealer- 
Managers—Stone & Webster Securities Corp, and Allen 
& Co., both of New York, Proceeds—For construction 
program. 

Central Illinois Light Co. (2/13) 

Jan. 25 filed 100,000 shares of common stock (no par) 
to be offered to common stockholders of record Feb. 13 
at rate of one share for each eight shares held, with an 
oversubscription privilege subject to subscription rights 
of employees to expire on Feb. 28. Rights to stockholders 
to expire on March 2, 1951. Price—To be supplied by 
amendment. Underwriters—Union Securities Corp.; Leh- 
man Brothers; White, Weld & Co.; and A. C. Allyn & Co., 
Inc.—Proceeds—For expansion program. 

Central Louisiana Electric Co., Inc. 

Jan. 25 filed 250,297 shares of common stock (par $10) 
and 21,480 shares of 4.5% preferred stock (par $100), of 
which the preferred stock and 214,800 shares are to be 
offered in exchange for shares of common stock of Gulf 
Public Service Co., Inc., on basis of 4/10ths of a share 
of common and 1/25th of a share of preferred for each 
Gulf common share. The remaining 35,497 common 
shares are reserved for possible future issuance and sale 
by the company to holders of common stock then out- 
standing. Underwriter—None. Purpose—To acquire not 
less than 429,600 shares (80%) of Gulf common stock. 

Circle Wire & Cable Corp. 

Nov. 27 filed 200,000 shares of common stock (par $5). 
Price—$15 per share. Underwriter—Van Alstyne Noel 
Corp., New York. Proceeds—To four selling stockholders, 
Coconut Products, Inc. 
Jan. 25 (letter of notification) 4,000 shares of preferred 
stock (par $50) and 8,000 shares of common stock (par 
$1) to be offered in units of one preferred and two 
common shares. Price—$52 per unit. Underwriter— 
None. Proceeds—For general corporate purposes. Of- 
fice—460 West 24th Street, New York 11, N. Y. 


Consolidated Edison Co. of N. Y., Inc. (2/27) 
Jan. 24 filed $60,000,000 of first and refunding mortgage 
bonds, series F, due Feb. 1, 1981. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; The First 
Boston Corp. Preceeds—To repay bank loans. Bids—Ex- 
pected to be opened at 11 a.m. (EST) on Feb. 27. 

@ Consolidated Engineering Corp., Pasadena, 
California 

Jan. 25 (letter of notification) 1,840 shares of common 

stock (par $1) to be issued upon exercise of stock op- 

tions held by Robert L. Smallman and Robert Sink. 

Price—At 100/115th of $5 per share. Proceeds — For 

working eapital. 

Consolidated Textile Co., Inc., New York 
Dec. 27 filed a maximum of 500,000 shares of capital 
stock (par 10 cents), to be offered in exchange for an 
unspecified number of shares of common stock of Bates 
Manufacturing Co. (Consolidated now owns 51,400 
shares, or approximately 13% of the 391,500 outstanding 
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Bates shares). Exchange Rate—To be supplied by 
amendment. Underwriter—None. 


®@ Continental Copper & Steel Industries, Inc. 
Jan. 29 (letter of notification) 11,000 shares of common 
stock (par $2). Price—At market (about $8.25 to $8.75 
per share). Underwriter—Dansker Brothers & Co., Inc., 
New York. Proceeds — To three selling stockholders. 
Placed privately to a limited number of investors. 


Cosmopolitan Hotel Co. of Dallas, Tex. 
Dec. 13 filed $1,500,000 of 2% debentures due 1965. Price 
—At face value. Underwriter—None. Preceeds—To pur- 
chase debentures of Statler Dallas Co., Inc., which com- 
pany will construct Dallas hotel. Business—A non-profit 
corporation under sponsorship of Dallas Chamber of 
Commerce to secure construction of hotel. 


Crown Finance Co., Inc., New York 
Jan. 25 (letter of notification) $50,000 of 5% subordi- 
nated debentures due May 1, 1980. Price—At principal 
amount in denominations of $1,000, $500 and $100 each. 
Underwriter—Hodson & Co., Inc., New York. Proceeds 
—For working capital. 


Culver Corp., Chicago, Ill. 
Oct. 23 filed 132,182 shares of common stock (par $5), 
of which 4,818 shares are to be offered to stockholders 
and 127,364 shares to public. Price — To stockholders at 
$5 per share and to public at $6.25 per share. Under- 
writer—None. Proceeds—For investments. 


Dansker Realty & Securities Corp. (2/14) 
Nov. 20 filed 300,000 shares of 6% cumulative convertible 
preferred stock (par $5) and 300,000 shares of class B 
common stock (par 35 cents) to be offered in units of 
one preferred and one class B share “on a best-efforts 
basis.” An additional 25,000 shares of each class of stock 
are to be issued to underwriters as additional compensa- 
tion for resale to public. There will be reserved for con- 
version of the preferred stock 1,300,000 shares of class B 
common stock. Price—$6 per unit. Underwriter—Dansker 
Bros. & Co., Inc., New York. Proceeds — For working 
capital. Statement effective Jan. 26. 


® Devereux & Simon, Washington, D. C. 

Jan. 29 (letter of notification) $60,000 of 6% real estate 
trust notes to mature on or before three years (in 
denominations of $400 each). Underwriter—None. Pro- 
ceeds—To finance purchase of real estate. Office—1025 
Connecticut Ave: N. W., Washington, D. C. 


Duggan’s Distillers Products Corp. 
Oct. 27 (letter of notification) 340,000 shares of com- 
mon stock (par 10c). Price—75 cents per share. Under- 
writer—Olds & Co., Jersey City, N. J. Proceeds—To pay 
balance of purchase price for building ($20,000) and for 
working capital. 

Emerson Electric Manufacturing Co. 
Dec. 29 filed 57,846 shares of cumulative preferred 
stock, series A (par $50), convertible into common 
stock prior to Jan. 1, 1961, to be offered initially for 
subscription by common stockholders at rate of one 
share of preferred for each eight common shares held. 
Price—To be supplied by amendment. Underwriters— 
Smith, Barney & Co. and Van Alstyne Noel Corp., of New 
York; and Newhard, Cook & Co., St. Louis. Mo. Proceeds 
—$1,015,565 to be used to retire presently outstanding 7% 
preferred stock; $450,000 to cover the cost of a new 
plant in Bedford, Ind.; approximately $350,000 to reim- 
burse the company’s treasury for cash funds used in the 
purchase of its St. Louis plant from the U. S. Govern- 
ment in September, 1950; and the balance to provide 
additional working capital. Proposal temporarily aban- 
doned. 

Facsimile & Electronics Corp. (2/14) 
Dec. 29 filed 400,000 shares of class A convertible stock 
(par $1) and 1,000,000 shares of common stock (par 25 
cents) to be reserved for conversion. Price—$2.50 per 
share for class A stock, with an underwriting commission 
of 50 cents per share. Underwriter—Graham, Ross & Co., 
Inc., New York. Proceeds—To repay indebtedness to 
RFC, and the balance to develop and produce fascimile 
transmission equipment and for materials. 


@® First Investment Co., Columbus, Ohio 

Jan. 25 (letter of notification)$150,000 of registered de- 
bentures (in denominations of $1,000 and $100 each). 
Underwriter—None. Proceeds—To make secured loans 
and to enter into factoring agreements, Office—55 East 
State St., Columbus 15, Ohio. 


Fleetwood-Airfliow, Inc., Wilkes-Barre, Pa. 
Jan. 22 (letter of notification) 28,000 shares of common 
stock (par 50 cents). Price—At market (estimated at 
$1.25 per share). Underwriter—De Pasquale Co., New 
York, and J. Howard O’Connor, Pelham, N. Y. Proceeds 
—tTo selling stockholders. 
® General American Oil Co. of Texas 
Feb. 5 tiled 90,742 shares of common stock (par $5). 
Price—To be supplied by amendment. Underwriter— 
Sanders & Newsom, Dallas, Texas. Proceeds—For work- 
ing capital and to acquire and develop oil and gas prop- 
erties. 

General Instrument Corp. 
Jan. 2 filed 221,715 shares of common stock (par $1) of 
which 121,715 shares are being offered to common stock - 
holders of record Feb. 5 at the fate of one share for 
each four shares held, with an oversubscription privilege; 
rights will expire Feb. 21. The ing 100,000 shares 
are being offered to certain executives and key em- 
ployees of the company and its subsidiaries. Price—$9.50 
per share. Underwriters—Hirsch & Co., New York; 
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M. M. Freeman & Co.; Emanuel Deetjen & Co.; Butcher 
& Sherrerd. Proceeds—To expand plant facilities. 
Glenmore Distilleries Co. 
Dec. 28 filed 159,142 shares of class B common stock 
(par $1). Price —To be filed by amendment. Under- 
writer—Glore, Forgan & Co., New York. Proceeds— 
For working capital and general corporate purposes. 
Offering—Deferred indefinitely. 
@ Goodrich (B. F.) Co. 
Jan. 29 (letter of notification) 5,073 shares of common 
stock (no par). Price—At market about $43 per share), 
but not less than $40 per share. Underwriter—None, but 
Goldman, Sachs & Co., New York, will act as agent. 
Proceeds—For working capital. 


Gulf Insurance Co., Dallas, Tex. 
Jan. 10 (letter of notification) 10,000 shares of common 
stock (par $10), to be offered to present stockholders on 
the basis of one new share for each 15 shares held; un- 
subscribed shares to be offered to public. Price—$30 per 
share. Underwriter—None. Proceeds—For working cap- 
ital. Address—P.O. Box 1771, Dallas, Tex. 


Gyrodyne Co. of America, Inc. 
Jan. 16 (letter of notification) 42,800 shares of class A 
common stock (par $1). Price—$3 per share. Under- 
writer—Jackson & Co., Boston, Mass. Proceeds—For 
partial financing of anticipated military contracts and to 
acquire manufacturing facilities. Office—80 Wall Street, 
New York 5, N. Y. 


Hamilton Fire Insurance Co., Philadelphia 
Oct. 2 (letter of notification) 64,000 shares of capital 
stock (par $5). Price—$4.50 per share. Underwriter— 
Jenks, Kirkland & Co., Philadelphia, Pa. Proceeds—To 
increase capital and surplus in order to offer additional 
lines of insurance, including automobile casualty and 
liability coverage. Financing indefinitely delayed. 

@® WHawkeye-Security Insurance Co., Des Moines, 
lowa 

Jan, 29 (letter of notification) not to exceed $27,000 par- 

ticipating interest in the Profit-Sharing and Retirement 

Plan during the calendar year. Eligible employees may 

deposit not less than $30 nor more than $300 each in any 

one year. 


Holeproof Hosiery Co., Milwaukee, Wis. 
Dec. 7 (letter of notification) 20,000 shares of common 
stock (par $5). Price—$14 per share. Underwriter—None, 
Proceeds—For working capital. Office—404 West Fowler 
St., Milwaukee, Wis. 


Indianapolis Power & Light Co. 
Jan. 9 filed $6,000,000 of first mortgage 273% bonds due 
Feb. 1, 1981. Underwriters—Halsey, Stuart & Co. Inc. 
awarded issue on Feb. 7. Price—Reoffering planned at 
10L.515 to yield 2.80% to maturity. Proceeds—For con- 
struction program, Statement effective Jan. 26. 

Indianapolis Power & Light Co. 
Jan. 9 filed 196,580 shares of common stock (no par) be- 
ing offered to common stockholders of record Feb. 1, 
1951 on basis of one share for each six shares held, with 
an oversubscription privilege; rights to expire Feb. 15, 
1951. Price—$28 per share. Underwriters—Lehman 
Brothers; Goldman, Sachs & Co.; and The First Boston 
Corp. Proceeds—For construction program. 


@® investment Trust of Boston, Boston, Mass. 
Jan. 31 filed 200,000 shares of beneficial interest. Price— 
At market. Underwriter—Securities Co. of Mass., Boston, 
Mass. Proceeds—For investment. 

Israel Steel Corp. 
Jan. 2 (letter of notitication) 15,000 shares of common 
stock. Price—At par ($10 per share). Underwriter— 
None. Preceeds—For corporate purposes and the pur- 
chase of merchandise (steel) for resale. Office—Care of 
Efrein & Metrick, 320 Broadway, New York, N. Y. 
Expected end of January. 


Kansas-Nebraska Natural Gas Co., Inc. (2/10) 
Jan. 5 filed 10,950 shares of $5 cumulative preferred 
stock (no par) and 122,812 shares of common stock (par 
$5), the latter to be offered for subscription by common 
stockholders of record on a 17-day standby at rate of 
one share for each five shares held; unsubscribed shares 
to be offered to employees. Price—$105 per share for 
preferred, plus accrued dividends; and $15 per share 
for common. Underwriters—The First Trust Co. of Lin- 
coln, Neb., and Cruttenden & Co., Chicago, Ill., and asso- 
ciates. Proceeds—For new construction. Offering ex- 
pected about Feb. 10. 


King Bros. Productions, Inc., Hollywood, Calif. 
Jan. 19 (letter of notification) 300,000 shares of common 
stock to be offered first to present stockholders in pro- 
portion to their present holdings; thereafter to employ- 
ees; and any unsubscribed shares to public. Price—At 
par ($1 per share). Underwriter—None. Proceeds—To 
make motion pictures and for general corporate pur- 
poses. Office—4376 Sunset Drive, Hollywood 27, Calif. 

Kingfisher Water Co., Kingfisher, Okla. 

Dec. 27 (letter of notification) 250 shares of 5% cumu- 
mative preferred stock. Price—At par ($100 per share). 
Underwriter—None. Proceeds—For new construction. 
Offering has been deferred. 


Kingsburg Cotton Oil Co. 
Jan. 24 (letter of notification) 5,000 shares of capital 
stock (par $1). Price—At market (about $4.25 per share), 
Underwriter—None. Proceeds—To Fewel Brothers, Inc., 
the selling stockholder. Address—P. O. Box 277, Kings- 
burg, Calif. 


@ Kingsburg Cotton Oil Co., Kingsburg, Calif. 

Jan. 29 (letter of notification) 5,000 shares of capital 

stock ¢par $1). Price—$4.25 per share. Underwriter— 

None. Proceeds—-To John H. Dinkins, the selling stock- 

holder. Address—P. O. Box 277, Kingsburg, Calif. 
Lacliede-Christy Co., Chicago, Ill. 

Jan. 29 filed 50,000 shares of common stock (par $5). 
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Price—To be supplied by amendment. Underwriter— 
Paul H. Davis & Co., Chicago. Proceeds—For working 
capital. 


@ Lake Superior District Power Co. (2/16) 

Feb. 5 filed 41,845 shares of common stock (par $20) to 
be offered to common stockholders of record Feb. 16 on 
a one-for-five basis. Price—To be supplied by amend- 
ment. Underwriters—Robert W. Baird & Co., Inc., Mil- 
waukee, Wis. Proceeds—For new construction. 


@ Lake Superior District Power Co. 

Feb. 5 filed $2,000,000 first mortgage bonds series D, due 
March 1, 1981. Underwriters—To be determined through 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Otis & Co.; Robert W. Baird & Co., Inc. Pro- 
ceeds—For expansion program. 


@ Lakeville Water Co., Lakeville, Conn. 

Jan. 25 (letter of notification) 1,200 shares of common 
stock to be offered first to stockholders of record Feb. 
2, 1951; rights to expire on Feb. 28, 1951. Price—At par 
($25 per share). Underwriter—None, but unsubscribed 
shares will be offered at private sale to public through 
the Salisbury Bank & Trust Co., as agents, at par. Pro- 
ceeds—For expansion program. 


Lexa Oi! Corp.. Conrad, Mont. 
Jan. 19 (letter of notification) 1,200,000 shares of com- 
mon stock (par 1¢), to be offered initially to stockholders 
of record Jan. 19 on a one-for-two basis; rights to expire 
March 7. Price—25 cents per share to stockholders; 
30 cents to public. Underwriter—Tellier & Co., New 
York. Proceeds—tTo drill wells and develop leases. 


@® Madicon (Arthur A.), Inc., Montgomery, Ala. 

Jan. 31 (letter of notification) 800 shares of 6% pre- 
ferred stock and 200 shares of common stock. Price— 
At par ($100 per share). Underwriter—None. Proceeds 
—To erect buildings, build homes and deal in real es- 
tate. Office—1211% Monroe Street, Montgomery, Ala. 

@ Madison Park Development Corp., Montgomery, 

Alabama 

Jan. 31 (letter of notification) 1,600 shares of 5% pre- 
ferred stock and 400 shares of common stock. . Price— 
At par ($100 per share). Underwriter—None. Proceeds 
—To erect buildings, build homes and purchase Hroperty. 
Office—12142 Monroe Street, Montgomery, Ala. ' ? 
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2 Massachusetts Investors Trust, Boston, Mass. 
Feb. 6 filed 1,912,755 shares of beneficial interest. Un- 


derwriter—Vance, Sanders & Co., Boston, Mass. Busi~ 
ness—Investment. 


@ McGraw (F. H.) & Co., Hartford, Conn. 

Jan. 29 (letter of notification) 9,000 shares of common 
stock (par $2). Price—$10.75 per share. Underwriters—-. 
Granbery, Marache & Co. and Bear, Stearns & Co., New 
York. Preceeds—To Clifford S. Strike, the selling stock- 
holder. Office—780 Windsor St., Hartford 1, Conn. 


Mercantile Acceptance Corp. of California 
Dec. 4 (letter of notification) 5,000 shares of first pre- 
ferred stock, 5% series. Price—At par ($20 per share). 
Underwriter—Guardian Securities Corp. of San Fran- 
cisco. Proceeds—For corporate purposes. Office—333 
Montgomery Street, San Francisco, Calif. 


@ Mid-America Research Corp., Kansas City, Mo. 
Jan. 29 (letter of notification) 128,500 shares of common 
stock. Price—At par ($1 per share). Underwriter—None. 
Proceeds—For organization, research and development, 
Office—413 Bryant Bldg., Kansas City, Mo. 


Middlecreek Valley Telephone Co. 

Jan. 5 (letter of notification) 1,500 shares of common 
stock being offered to common stockholders of record 
Jan. 6, 1951, on basis of one new share for each share 
held, with an oversubscription privilege; rights to expire 
on Feb, 15, 1951. Price—At par ($50 per share). Under- 
writer—None. Proceeds—For conversion to dial tele- 
phones and for expansion program. Office—21 S. Market 
Street, Selinsgrove, Pa. 


Mission Appliance Corp., Hawthorne, Calif. 
July 24 filed 50,00€@ shares of 6% cumulative convertible 
preferred stock. Price—At par ($20 per share.) Under- 
writer—Lester & Co., Los Angeles, Calif. Proceeds—To 
retire bank loans and install machinery and equipment 
in a proposed new plant to be located east of the Rocky 
Mountains. Business—Manufacturers of gas and electrie 
water and space heaters. Request to withdraw SEC 
statement filed Jan. 29. 

@® Missouri Edison Co. 

Jan. 29 (letter of notification) 12,683 shares of common 
stock (par $5), of which 10,344 shares are to be offered 
to stockholders, 344 shares to employees and 1,995 shares 
to underwriters. Price—$8.25 per share. Underwriter— 
Blair, Rollins & Co. Inc., New York. Proceeds—For con- 
struction of electric utility plant. 


Muntz Car Co., Evanston, Ill. 
Nov. 29 (letter of notification) 300,000 shares of common 
stock (no par) to be sold to a group of 20 individuals. 
Price—$1 per share. Underwriter—None. Proceeds—For 
operating capital, and to complete purchase of tools, dies 
and inventory from Kurtis-Kraft, Inc. Office—1000 Grey 
Ave., Evanston, IIl. 


Nash Finch Co., Minneapolis, Minn. 
Jan. 11 (letter of notification) 12,137 shares of common 
stock (par $10). Price—At not exceeding $20 per share. 
Underwriter—None. Proceeds — For working capital. 
Office—1750 Hennepin Ave., Minneapolis, Minn. 


New England Power Co. (2/20) 

Jan. 24 filed $12,000,000 of first mortgage bonds, series D, 
due Feb. 1, 1981. Underwriters—-To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Harriman Ripley & Co. Inc.; Lehman Brothers; 
Kidder, Peabody & Co.; First Boston Corp.; Merril? 
Lynch, Pierce, Fenner & Beane; Equitable Securities 
Cerp. and Blair, Rollins & Co. Inc, (jointly). Proceeds 
—To repay bank loans and for new construction. Bids 
—To be published about middle of February. 


New Hampshire Electric Co. 

Jan. 25 filed 15,000 shares of $4.50 cumulative preferred 
stock (par $100) and 140,000 shares of common stock 
(no par). Of the latter, 130.100 shares are to be offered 
for subscription by common stockholders of New Eng- 
land Gas & Electric Association (parent) at rate of one 
New Hampshire share for each 12 New England commos 
shares held. Underwriter—To be determined by com- 
petition biddnig. Probable bidders: The First Boston 
Corp.; Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Harriman Ripley & Co., Inc, (latter for pre- 
ferred only). Proceeds—To retire $2,425,000 of 24%4% 
bonds and the remainder to retire 442% preferred stock 
of New England. 


@® Norden Laboratories, Lincoln, Neb. 

Jan. 31 (letter of notification) 11,055 shares of capitah 
stock to be offered first to stockholders on basis of one 
share for each two shares held; unsubscribed shares to 
be publicly offered. Price—$25 per share to stockholders, 
and $26.50 to public. Underwriter—-Ellis, Holyoke & Co., 
Lincoln, Neb. Preceeds—For working capital and io 
produce anti-hog cholera serum and other pharmaceu- 
tical products. Office—227 North 9th Street, Lincoln, 
Nebraska. 


North American Manufacturing Co. (Ohio) 
Jan. 5 (letter of notification) 2,500 shares of class B com- 
mon stock. Price—At par ($100 per share). Underwriter 
—None. Proceeds—For working capital. Officee—445> 
East 7ist St., Cuyahoga Heights, Ohio. 


Pact Gas Co., Cushing, Okla. 
Jan. 8 (letter of notification) $50,000 of first mortgage 
serial 6% bonds due 1961-1971. Price—At 100%. Une 
derwriter—R. J. Edwards, Inc., Oklahoma City, Okla. 
Proceeds—To retire certain capital stock and for con= 
struction. Office—212 East Broadway, Cushing, Okla. 


Pan American Milling Co. 
Jan. 24 (letter of notification) 200,000 shares of common 
stock. Price—At par ($1 per share). Underwriter— 
None. Preceeds—To purchase machinery and equip- 
ment, to construct:a mill in Mexico and ferigeneral cor- 
porate purposes. 
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® Piasecki Helicopter Corp., Morton, Pa. 

Feb. 2 (letter of notification) not to exceed 5,000 shares 
of capital stock. Price—At market (approximately $35 
per share). Underwriter—None. To be offered through 
regular brokers acting as agent for the seller. Preceeds— 
To A. Felix du Pont, Jr., the selling stockholder. 


@ Piper Aircraft Corp., Lock Haven, Conn. 

Feb. 5 (letter of notification) 25,000 shares of common 
stock (par $1). Price—At market on New York Curb Ex- 
change (about $3.50 per share). Underwriter—None, but 
sale will be made through Josephthal & Co., New York, 
froceeds—To William T. Piper, President, the selling 
stocknolder. 

@ Pittsburgh-Continertal Oil Co. 

Jan. 31 (letter of notification) 2,000 shares of common 
stock. Price—At par ($100 per share). Underwriter— 
None. Proceeds—To acquire leaseholds and equipment 
and for working capital. Office—4403 Center Ave., Pitts- 
burgh 13, Pa. 


@ Pulse Publishing Co., Washington, D. C. 
Jan. 29 (letter of notification) 18,000 shares of preferred 
stock and 950 shares of common stock. Price—$10 per 
share. Underwriter—None. Proceeds—To develop, pro- 
mote, print and publish a news and opinion magazine to 
be called ‘“‘Pulse Magazine.” Office—930 F Street, N. W., 
Washington 4, D. C. 

Sanitary Products Corp., Taneytown, Md. 
Dec. 18 filed 110,000 shares of common stock (par $1), 
of which 50,000 shares are to be initially offered to 
stockholders on basis of three shares for each 10 shares 
held. Price—At $6 per share. Underwriters—Ward and 
Co.; Investing Securities, Inc., and James C. Kennedy, 
Jr., of New York who have agreed to buy 20,000 shares 
each of the remaining 60,000 shares (preemptive rights 
to which have been waived by the stockholders) and 
50% of the 50,000 shares not subscribed for by stock- 
holders. Angus D. McIntosh of New York will under- 
take to dispose of any remaining unsubscribed shares on 
a “best efforts’ basis. Proceeds for construction and 
working capital. Business— Manufacture of hygienic 
products. Offering—Reported made on Feb. 2. State- 
ment effective Jan. 31. 


®@ Saul (B. F.) Co., Washington, D. C. 

Jan. 26 (letter of notification) $75,000 of 442% promis- 
sory notes of Joseph and Rose Berger. Proceeds—To re- 
imburse company for funds advanced to issuers. 


South State Uranium Mines Ltd. (Canada) 
Nov. 30 filed 560,000 shares of capital stock. Price—At 
par (31 per shere). Underwriter-Optionee—Robert Irwin 
Martin of Toronto. Proceeds—For commissions, explora- 
tion and development expenses, and working capital. 


Southern California Edison Co. (2/20) 

Jan. 29 filed $35,000,000 of first and refunding mortgage 
bonds, series C, due Feb. 15, 1976. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; The First 
Boston Corp. and Harris, Hall & Co. (Inc.) (jointly); 
Shields & Co. Proceeds—To retire bank loans and for 
construction program. Bids—Tentatively expected to be 
received up to 10:30 a.m. (PST) on Feb. 20. 


Southern Discount Co., Atlanta, Ga. 
Sept. 18 (letter of notification) $191,500 of 5% subordin- 
ated debentures, series E. Price—At par. Underwriter— 
For $100,000 of debentures, Allen & Co., Lakeland, Fla 
Proceeds—To reduce bank loans and for working capi- 
tal. Office—220 Healey Bldg., Atlanta, Ga. 

Southern Natural Gas Co. 
Dec. 18 filed 155.546 shares of common stock (par $7.50) 
being offered for subscription by common stockholders 
of record Jan. 30 on the basis of one share for each 10 
shares held, with an oversubscription privilege; rights 
will expire on Feb. 16. Price—$33 per share. Under- 
writer—None. Proceeds—To repay bank loans and for 
expansion program. Statement effective Jan. 16. 

Southern Union Gas Co. 
Jan. 8 filed 150,799 shares of common stock (par $1) be- 
ing offered for subscription by common stockholders of 
record Jan. 25 on basis of one new share for each 10 
shares held, with an oversubscription privilege; rights 
to expire Feb. 26. Priee—$16 per share. Underwriter— 
None, Proceeds—For construction. Statement effective 
Jan. 30. 

Southwestern Public Service Co. 
Jan. 12 filed 233,576 shares of common stock (par $1) be- 
ing offered for subscription by common stockholders of 
record Jan. 31, 1951, on a 1-for-13 basis, with an over- 
subscription privilege; rights to expire Feb. 14. Price— 
$14.75 per share. Underwriter—Dillon, Read & Co. Inc., 
New York. Proceeds—From sale of common stock, to- 
gether with funds received from sale privately of $12,- 
000,000 3% first mortgage bonds and 10,000 shares of 
preferred stock to be used to repay bank loans and for 
construction program. Statement effective Feb. 1. 
e Standard-Thomson Corp. (2/27) 
Feb. 2 filed $1,500.000 of 5% sinking fund debentures, 
series B. due Sept. 1, 1967, with common stock war- 
rants attached. Price—To be supplied by amendment. 
Underwriters—Lee Higginson Corp. and P. W. Brooks 
& Co., inc., New York. Preceeds—To pay off RFC note, 
to repay bank loans and for working capital. 


2 State Bond & Mortgage Co., New Uim, Minn. 
Feb. 5 filed $1,500,000 of accumulative savings certifi- 
cates, series 1207-A and $15,000,000 of accumulative 
Savings certificates, series 1217-A. Underwriter—None. 
Business—Investment. 

@ Suburban Water Co., 
Feb. 1 (letter of notificatio 
bonds dated Jan. 1, 


Oklahoma City, Okla. 
n) $294,000 of first mortgage 
1951 and due Jan. 1, 1976. Price— 
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102% and accrued interest. Underwriter—Wachob-Ben- 
der Corp., Omaha, Neb. Preceeds—To retire presently 
outstanding debt and for corporate purposes. 


® Taylorcraft, Inc., Conway, Pa. (2/15) 

Feb. 5 (letter of notification) 150,000 shares of common 
stock. Price — At par ($2 per share). Underwriter — 
Graham & Co., Pittsburgh, Pa. Proceeds—For working 
capital, to pay as due the obligations of the Ohio cor- 
poration which it has assumed. 

@® Television Ventures, Inc., New York (3/1) 
Feb. 1 (letter of notification) 49,000 shares of common 
stock. Price—$l per share. Underwriter—None. Pro- 
ceeds—For organizational and general operating ex- 
penses. Office—55 West 42nd Street, New York, N. Y. 


Tennessee Gas Transmission Co. (2/26) 
Jan, 26 filed $35,000,000 of first mortgage pipeline bonds 
due Feb. 1, 1971. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Stone & Webster Securities Corp. and White, 
Weld & Co. (jointly). Proceeds—To repay bank loans 
and for expansion program. 
@® Thomas (F. C.), Inc. 
Jan. 30 (eltter of notification) 2,644 shares of 6% cumu- 
lative preferred stock, class B. Price—At par ($50 per 
share). Underwriter — None. Preceeds — For working 
capital io pay for store equipment and salable mer- 
chandise. Business—Owns and operated chain of retail 
food stores. Office—422 East State Street, Olean, N. Y. 
Utah Home Fire Insurance Co. 
Jan. 9 (letter of notification) 10,000 shares of capital 
stock (par $10), to be first offered to stockholders of 
record Jan. 19 for subscription on or before Feb. 28, 
1951, on basis of one share for each six shares held. 
Price—$20 per share. Underwriter—None. Proceeds— 
For working capital. Office—47 West South Temple, 
Salt Lake City 1, Utah. 
@® Virginia Electric & Power Co. (3/8) 
Feb. 1 filed 100,000 shares of preferred stock (par $100). 
Price—To be supplied by amendment. Underwriter— 
Stone & Webster Securities Corp., New York: Preceeds— 
For construction expenditures. Offering—Expected in 
March. Preferred stockholders will vote March 2 on ap- 
proving issuance of the new securities. 


® Vulcan Iron Works, Wilkes-Barre, Pa. 
Jan. 40 (letter of notification) not to exceed 30,000 shares 
of common stock (par 50 cents). Price— At market 
(about $3 per share). Underwriter—Straus & Blosser, 
Chicago, Ill. Proceeds—To John A. Roberts, Chairman 
of the Board, who is the selling stockholder. 


@ Vulcan Silver-Lead Corp., Wallace, idaho 

Jan. 29 (letter of notification) 17,500 shares of common 
stock (par $1). Price—$3.08 per share. Underwriter— 
J. A. Hogle & Co., Spokane, Wash. Preceeds—To Calla- 
han Zinc-Lead Co., the selling stockholder. Offering— 
Made on Feb. 1, with oversubscription reported. 


West Florida Gas & Fuel Co., Panama City, Fla. 
Jan. 5 (letter of notification) 20,000 shares of class B 
common stock (par $1) and $125,000 of 15-year 5% de- 
bentures (latter in denominations of $100, $500 and $1,000 
each). Price—Of stock, $2 per share; of debentures, at 
100%. Underwriter—None. Proceeds—To expand busi- 
ness. Address—P.O. Box 729, Panama City, Fla. 


West Penn Electric Co. (3/7) 

Jan. 31 filed 320,000 additional shares of common 
stock (no par) to be offered to its stockholders for sub- 
scription on the basis of one additional share for each 
ten shares held on or about March 9, with rights to 
expire about March 26. Unsubscribed shares to be offered 
to employees of companies in the West Penn Electric 
System. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Lehman Brothers and 
Goldman, Sachs & Co. (jointly); Morgan Stanley & Co.; 
W.C. Langley & Co. and The First Boston Corp. (joint- 
ly); Harriman Ripley & Co., Inc. Proceeds—To purchase 
additional equity securities of two of its subsidiaries— 
Monongahela Power Co. and The Potomac Edison Co. 
Bids—Expected to be opened on March 7. 


Westerly (R. I.) Automatic Telephone Co. 
Dec. 1 (letter of notification) 7,000 shares of common 
stock to be offered to stockholders of record Dec. 9, 
1950, of which total 4,434 shares will be subscribed for 
by New England Telephone & Telegraph Co. Price—At 
par ($25 per share). Underwriter—None. Proceeds—For 
general corporate purposes. Office—38 Main St., Wes- 
terly, Rhode Island. a 
@® Western Gold Mines, Inc., Carson City, Nev. 
Jan. 25 (letter of notification 14,400 shares of common 
stock (par 10 cents), to be issued in exchange for $14,400 
principal amount of 5% convertible notes held by Mrs. 
Ruth H. Brown. The conversion privilege will expire on 
March 1, 1951. 

Wilson Brothers, Chicago, Ill. 
Jan. 19 (letter of notification) 4,000 shares of common 
stock (par $1). Price—$7.12%% per share. Underwriter— 
Cohu & Co., New York. Proceeds—To Sheboygan Chair 
Co., Inc., the selling stockholder. No general public offer 
planned 
@® Yourg (Thomas) 

New Jersey 

Feb. 1 (letter of notification) 2,500 shares of common 
stock (par $1) of which 1,100 shares are being reoffered 
(1,000 sold Jan. 29 at $37 per share and 40 on Jan. 30 at 
$40 per share). Price—Of remaining 1,400 shares at 
market (about $37 per share). Underwriter — Smith, 
Barney & Co., New York. Proceeds—To two selling 
stockholders. 
® Zetka Television Tubes, Inc. 
Jan. 26 (leiter of notification) 39,150 shares of common 
stock (par 10 cents). Priee—75 cents per share. Under- 
writer—Hugh J. Devlin, New York 5, N. Y. Proceeds— 





Orchids, Inc., Bound Brook, 


To Emanuel M. Siegel, the selling stockholders. State- 
ment later withdrawr. 


® Zetka Television Tubes, Inc. 

Jan. 26 (leiter of notification) 117,450 shares of common 
stock (par 10 cents). Price—75 cents per share. Under- 
writer—Hugh J. Devlin, New York. Proceeds— Equally 
to Emanuel Abrams, Meyer Bonuck and Allen H. Shin- 
del, who each will loan one-half of net proceeds" to 
company who will vse same for working capital. Office: 
131-137 Getty Avenue, Clifton, N.J. 


Prospective Offerings 


® Alabama Power Co. (9/11) 
Feb. 6, it was stated that company contemplates issuance 
and sale of $10,000,000 first mortgage bonds. Under- 
writers—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; Blyth & Co., Inc.; Harriman Ripley & Co., Inc.; 
Shields & Co. and Salomon Bros. & Hutzler (jointly); 
Drexel & Co.; The First Boston Corp.; Lehman Brothers. 
Proceeds—For expansion program. Bids—Tentatively ex- 
pected to be opened on Sept. 11. 


American Gas & Electric Co. (3/30) 
Jan. 26 company announced that an offering of about 
340,000 additional shares of common stock will be made 
to stockholders on or about March 30, 1951 on the basis 
of one share for each 15 shares held, together with an 
oversubscription privilege. Price—To be filed by amend- 
ment. Underwriters—To be determined by competitive 
bidding. Probable bidders: Blyth & Co., Inc. and Gold- 
man, Sachs & Co. (jointly); The First Boston Corp.; 
Union Securities Corp.; Dillon, Read & Co. Inc., who will 
name compensation. Proceeds—To be invested in equity 
securities of the operating subsidiaries as part of the 
plan for financing the American Gas & Electric Sys- 


tem’s large construction program. Registration—Expected 
about Feb. 28. 


® Appalachian Electric Power Co. 

Feb. 5 it was stated the company plans to issue and seli 
about $18,000,060 of first mortgage bonds in May or 
June (it had been reported on Jan. 26 that considera- 
tion was being given to issuance of about $50,000,000 
of bonds). Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kuhn, Loeb & Co. and Union Securities Corp. 
(jointly); The First Boston Corp.; Harriman Ripley & 
Co., Inc. Proceeds—For property expansion and. im- 
provements, on which company may expend up to $90,- 
000,000 during the next three years. 


@® Arkansas Louisiana Gas Co. 

Feb. 1 it was announced company plans issuance and 
sale of $27,500,000 new first mortgage 3% bonds, the pro- 
ceeds to be used to repay bank loans ($20,125,000 at 
Nov. 30, 1949), to retire $3,500,000 funded debt incurred 
in 1950 and for construction program. The sale of these 
bonds is contingent upon approval by SEC of Arkansas 
Natural Gas Corp.’s plan to split itself into two new 
companies. Probable bidders: Halsey, Stuart & Co. Inc.; 
First Boston Corp. and Lazard Freres & Co. (jointly); 


Union Securities Corp.; Smith, Barney & Co.; Equitable 
Securities Corp. : 
@ Arkansas Natural Gas Corp. 

Feb 1 announced unexchanged new 3°4% preferred 


stock (issuable in exchange for 6% preferred stock on 
basis of $10.60 of new preferred for each old share, 
under proposal to split company into two units) may 
be sold publicly. 


@ Arkansas Power & Light Co. 

Feb. 6 it was reported that the company will sell $8,000,- 
000 additional first mortgage bonds, probably in late 
summer or early fall. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Lehman Brothers and Stone & Webster 
Securities Corp. (jointly); Equitable Securities Corp. and 
Central Republic Co. (jointly); Union Securities Corp.; 
The First Boston Corp.; White, Weld & Co. Proceeds— 
For construction program, estimated to cost about $20,- 
000,000 in 1951. 


Atlantic City Electric Co. 
Jan: 15 it was stated tentative plans call for the raising 
of about $2,250,000 through an offer of additional com- 
mon stock on a 1-for-10 basis held around May -or June. 
Probable underwriter: Union Securities Corp. Proceeds 
will be used to pay, in part, construction expenditures, 
which, it is estimated, will total about $5,400,000 in 1951, 


® Atlantic City Electric Co. 

Jan. 29, it was announced that the stockholders will on 
April 10 vote on a proposal to increase the authorized 
cumulative preferred stock from 100.000 to 150,000 
shares. Previous preferred stock financing was handled 
by private placement through Union Securities Corp. 
and Smith, Barney & Co. 

® Boston Edison Co. 

Jan. 30, J. V. Toner, President, announced that com- 
pany plans to issue $32,000,000 of securities to aid in 
financing its construction program, which, it estimated, 
will cost $65.300,000 through 1954. He added that no 
common stock financing is planned until 1955. 


Byers ‘A. M.) Co. 

Jan. 25 L. F. Rains, President, revealed that the com- 
pany is considering a plan to refinance its 7% cumula- 
tive participating preferred stock (par $100), about 
50.000 shares outstanding. These shares are redeemable 
at 110 and accrued dividends, Holders may be offered in 
exchange a new convertible preferred stock, plus com- 
mon stock. Company being advised by Blyth & Co., Inc., 
and Fahnestock & Co. 
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Carolina Power & Light Co. 
Jan. 4 company informed the SEC that it intends to issue. 
and sell approximately $20,000,000 of securities in addi- 
tion to the $15,000,000 first mortgage bonds now being 
publicly offered. 


Central IMinois Electric & Gas Co. 
Jan. 25 stockholders approved a proposal to issue and 
sell publicly 25,000 shares of preferred stock (par $100). 
Underwriters—Paine, Webber, Jackson & Curtis and 
Stone & Webster Securities Corp. Proceeds—For con- 


struction program. Offering—Tentatively expected in 
March. 


Chicago, Milwaukee, St. Paul & Pacific RR. 
Jan. 24 there were talks of issuing $60,000,000 of re- 
funding bonds. In event of sale by competitive bidding, 
probable bidders may include Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co.; Morgan Stanley & Co. 


Ciinton Foods, Inc. 

Jan. 15 stockholders voted to increase the authorized 
common stock (par $1) from 1,500,000 to 2,000,000 shares, 
the additional shares to provide “substantial funds for 
capital additions and working capital,” and “to provide 
for the conversion of 100,000 shares of unissued and un- 
reserved 412% cumulative convertible preferred stock.” 
No immediate financing imminent. Probable Under- 
writers: Merrill Lynch, Pierce, Fenner & Beane. 


Columbia Gas System, Inc. 
Dec. 7 it was reported that corporation may issue and 
sell $35,000,000 of new securities in the Spring or early 
summer. Probable bidders for debentures: Halsey, Stuart 
& Co. Inc.; Morgan, Stanley & Co.; Kuhn, Loeb & Co.; 
Salomon Bros. & Hutzler; Lehman Brothers; Merrill 
Lynch, Pierce, Fenner & Beane and White, Weld & Co. 
(jointly). Prebable bidders for common stock, in event 


of competitive bidding: Morgan Stanley & Co.; Goldman;~*~ 
Sachs & Co. and Union Securities Corp. (jointly); Mer- - 
rill Lynch, Pierce, Fenner & Beane; Lehman Brothers; ° 
Shields & Co. and R. W. Pressprich & Co. (jointly): 


Proceeds will be used for expansion program. 


Commonwealth Edison Co. 
Jan: 10 it was announced the company contemplates 
$181,000,000 additional financing through the sale of 
securities. Neither the nature nor the time of the new 
financing has been determined. Probable bidders for 
bonds or debentures: Halsey, Stuart & Co. Inc.; The 
First Boston Corp.; Glore, Forgan & Co.; Morgan Stanley 
& Co. Proceeds are to be used for construction program. 


® Connecticut Ry. Co. (2/21) 

Bids will be received in the company’s office at 44 
East Lancaster Avenue, Ardmore, Pa., on or before 
noon (EST) on Feb. 21 for the purchase from it of $12,- 
728,000 first mortgage bonds, series A, to be dated March 
1, 1951 ana to mature March 1, 1976. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; Blyth & 
Co., Inc.: Union Securities Corp.; The First Boston Corp. 
Proceeds—-To redeem a like amount of first mortgage 
bonds due March 15, 1951. 


Consolidated Natural Gas Co. 

Jan. 9 it was reported company contemplates issuance 
of between $50,000,000 and $60,000,000 of convertible 
debentures. Underwriters—To be determined through 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; White, Weld & Co. and Paine, Webber, Jack- 
son Curtis (jointly); Dillon, Read & Co. Inc.: The First 
Boston Corp.; Blyth & Co., Inc.; Morgan Stanley & Co. 
Preceeds—To finance construction program. Offering— 
‘Expected late in April. 


Consumers Power Co. (3/27) 

Jan. 26 company sought Michigan P. S. Commission 
authority to issue $40,000,000 of first mortgage bonds 
with interest not exceeding 2%% and maturing not 
earlier than 1981. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co., Inc.: Kuhn, Loeb & Co. and Union Securities 
Corp. (jointly); Harriman Ripley & Co., Ine. and The 
First Boston Corp. (jointly); White, Weld & Co. and 
Shields & Co. (jointly); Morgan Stanley & Co.; W. C. 
Langley & Co. and Glore, Forgan & Co. (jointly). 
Proceeds—To redeem $5,300,000 of first mortgage bonds, 
to repay $8,000,000 of bank loans and for 1951 con- 
struction program. Bids—Expected to be opened on 
March 27. Registration—Scheduled for Feb 23. 


Denver & Rio Grande Western RR. 

Jan, 18 it was reported company may later this year re- 
fund its outstanding first mortgage 3%-4% bonds, series 
A, due Jan. 1, 1993 ($35,062,000 at Dec. 31, 1949) and 
Denver & Salt Lake income mortgage 3%-4% bonds, duet 
Jan. 1, 1993 ($8,666,900 at Dec. 31, 1949). Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders—Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; 
Kuhn, Loeb & Co. 


Detroit Edison Co. (4/2) 
Jan. 29 it was announced company plans to offer about 
850,000 shares of additional common stock to its stock- 
holders on the basis of one share for each ten shares 
held. Price—At par ($20 per share). Underwriter— 
None. Proceeds—For construction program. 


Detroit Steel Corp. 
Jan. 30 the management disclosed that it had approved 
plans to double the company’s ingot capacity to 1,290,- 
000 tons annually and to increase its finishing capacity 
from the present 180,000 tons to more than 1,000,000 
tons at the company’s Portsmouth, Ohio, works. The 
expansion program is estimated to cost about $50,000.- 
000. The method of financing is being determined. In 


January of 1950, $15,000,000 of bonds were placed pri- 
vately. 


® Food Machinery & Chemical Corp. 

Jan. 29, P. L. Davies, President, aanounced an expansion 
program which will involve well in excess of $25,000,000, 
to be financed, in part, by the issuance of $25,000,000 of 
debentures. Later it is probable rights may be given to 
stockholders to purchase additional common stock, pos- 
sibly by the end of 1952 or early 1953. Traditional under- 
writers: Kidder, Peabody & Co.; Mitchum, Tully & Co. 


Georgia Natural Gas Co., Albany, Ga. 
Aug. 2 filed new application with FPC for authority to 
construct a 335-mile pipeline system in Georgia and 
Florida to cost about $5,luu,J0u, which would be fi- 
nanced through issuance of first mortgage pipe-line 
bonds and the sale of common stock. Previous appli- 
cation was withdrawn. 


Georgia Power Co. (6/5) 
Jan. 8 it was reported company may issue and sell 
$20,000,000 of new first mortgage bonds. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; 
Drexel & Co.; Lehman Brothers; Harriman Ripley & 
Co. Inc.; Shields & Co. and Salomon Bros. & Hutzler 
(jointly); Blyth & Co., Inc.; The First Boston Corp.; 
Kuhn, Loeb & Co.; Union Securities Corp. and Equitable 
Securities Corp. (jointly). Proceeds—For construction 


program. Bids—Tentatively expected to be opened on 
June 5. 


® Gibraltar Steel Corp., Trenton, Mich. 
Jan. 29 it was announced company is being formed to 
operate a $100,000,000 fully-integrated steel plant with 


‘a vapacity of 700,000 tons of ingots annually, to be built 


at Trenton, Mich. C. S. Eaton, of Otis & Co., who will be 
Chairman of the Board, stated that no public offering of 


.securities would be involved. 


® Granite City Steel Co. 

Jan. 26 it was announced that company plans to offer 
additional common stock to common stockholders follow- 
ing proposed 2-for-1 split-up of 497,201 shares and 
change in par value from no par to $12.50 per share to 
be voted upon March 13. Traditional underwriter: Mer- 
rill Lynch, Pieree, Fenner & Beane, New York. 


® Greenwich Gas Ce., Greenwich, Conn. 
Feb. 7 stockholders were to vote on approving issuance 
and sale of 60,000 additional shares of common stock at 
$5 per share to common stockholders on a 2.045-for-1 
basis and to issue and sell 8,000 additional shares of pre- 
ferred stock. Underwriter—F. L. Putnam & Co., Boston, 
Mass. 

® Gulf Power Co. 

Feb. 6, it was reported that this company may sell se- 
curities “for new money” this year. In event of preferred 
stock issue, probable bidders may be Kidder, Peabody & 
Co. and White, Weld & Co. (jointly); Equitabie Securi- 
ties Corp.; Union Securities Corp. and Salomon Bros. & 
Hutzler (jointly); Harriman Ripley & Co., Inc. But 
definite plans have not as yet been formulated. 


Houston Lighting & Power Co. 
Dec. 19 it was reported company plans to issue and sel) 
$15,000,000 of new first mortgage bonds. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kicder, Peabody & 
Co.; Equitable Securities Corp.; Union Securities Corp. 
and Salomon Bros. & Hutzler (jointly); Harriman Ripley 
& Co. Inc.; Smith, Barney & Co. Proceeds—For construc- 
tion program. Offering—May be indefinitely deferred 
as company may be able to finance 1951 expansion pro- 
gram without recourse to outside borrowing. 
@® Idaho Power Co. 
Feb. 6, it was reported that this company will raise $18,- 
500,000 through sale of securities this year. It is believed 
that this financing will be through sale of mortgage 
bonds and preferred stock. Bond financing may be pri- 
vate, while preferred stock may be underwritten by 
Wegener & Daly Corp., Boise, Idaho. Proceeds would go 
toward expansion program, which, it is estimated, will 
cost nearly $23,000,000 for 1951. 

Hlinois Central RR. 
Jan. 22 the directors authorized the executive committee 
to plan for the refunding of [Illinois Central RR. and 
Chicago, St. Louis & New Orleans RR. joint $18,812,000 
of first refunding mortgage bonds due 1963 (including 
$14,611,000 of 412% series “C”’ and $4,201,000 of 4% series 
“D” ponds). It is reported that $20,000,000 of new con- 
solidated mortgage bonds will be issued. Probable under- 
writer—Kuhn, Loeb & Co., New York. No immediate 
financing expected. 
@ Itlinois Power Co. 
Jan. 29 Illinois Commerce Commission authorized com- 
pany to construct a $16,700,000 steam-electric generating 
station on the Illinois River, near Hennepin, Ill. Initial 
installation is scheduled for completion in 1953. Probable 
underwriters for equity financing: The First Boston 
Corp.; Merrill Lynch, Pierce, Fenner & Beane. 

Jersey Central Power & Light Co. 
Jan. 12 it was reported that company may soon be in 
the market with an offering of 40,000 shares of new 
preferred stock (par $100). Underwriters—To be de- 
termined by competitive bidding. Probable bidders in- 
clude Glore, Forgan & Co.; Kidder, Peabody & Co.; 
Merrill Lynch, Pierce, Fenner & Beane and White, Weld 
& Co. (jointly); The First Boston Corp.; Salomon Bros 
Hutzler. Proceeds—For new construction. Early regis- 
tration expected. Bids—Tentatively scheduled for March 

Jersey Central Power & Light Co. 
Jan. 22 it was stated that early registration is expectec 
of $1,500,000 first mortgage bonds. Underwriters—To be 
determined by competitive bidding. Protable bidders— 
Halsey, Stuart & Co. Inc.; White, Weld & Co. and Shields 
& Co, (jointly); Equitable Securities Corp.; The First 
Boston Corp.; Otis & Co.; Salomon Bros. & Hutzler; Har- 
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riman Ripley & Co., Inc.; Kidder, Peabody & Co.; Glore, 
Forgan & Co. Proceeds—For expansion program. Bids 
—Tentatively scheduled to be received in March. : 
@ Laclede Gas Co. 

Jan. 30, R. W. Otto, President, stated it appears likely 
that the company will sell additional mortgage bonds 
some time this year to finance its 1951 construction re- 
quirements. During the current fiscal year, he said, 
about $10,000,000 may be spent for new construction, of 
which more than $4,000,000 had been spent up to Dec, 
31, 1950. It was also stated that the company is giving 
serious consideration to early refinancing of its out- 
standing $19,000,000 342% bonds due Feb. 1, 1965, and 


$6,500,000 312% bonds due Dec. 1, 1965, through the is- 


suance of possibly $28,000,000 of new bonds. Probable 
bidders: Halsey, Stuart & Co. Inc.; Goldman, Sachs & 
Co.; White, Weld & Co.; Lehman Brothers and Merrill 
Lynch, Pierce, Fenner & Beane (jointly). 


Lilly (Eli) & Co., Indianapolis, Ind. 
Jan. 18, J. K. Lilly, President, announced company may 
in the near future publicly offer about $10,000,000 of 
non-voting common stock. Underwriter — Hemphill, 
Noyes, Graham, Parsons & Co., New York. Proceeds— 
To construct additional manufacturing facilitiies. Plan 
on Jan. 25 indefinitely postponed. 


Lone Star Steel Co. 
Jan. 16, E. B. Germany, President, announced that com- 
pany will raise $5,000,000 through a common stock offer- 
ing within the next 120 days to be first made to common 
stockholders. Underwriters—Probably Straus & Blosser; 
Estabrook & Co., and Dallas Rupe & Son. Proceeds— 
For expansion program. >. 


@® Leng Island Lighting Co. 
Jan. 31, Edward F. Barrett, President, said an increase 
in the number of common shares is in prospect to assist 
in financing construction. These shares will be first 
offered to stockholders. How much stock will be issued 
has not yet been determined. Probable bidders may in- 
clude W. C. Langley & Co.; Kidder, Peabody & Co.; 
Smith, Barney & Co. 

Michigan Consolidated Gas Co.’ 
Jan. 3, it was disclosed that the company is planning an 
$8,000,000 pipe line construction program to increase 
natural gas deliveries to the Detroit (Mich.) area by 
150,000,000 cubic feet a day next winter. The present line 
has a daily capacity of 325,000,000 cubic feet a day. 


Michigan-Wisconsin Pipe Line Co. 
July 25 company received SEC authority to borrow not 
more than $20,000,000 from banks. A permanent finane- 
ing program provides for the elimination of these bank 
loans prior to their maturity, July 1, 1951, and such pro- 
gram will include the issuance and sale of $12,000,000 
additional bonds and $3,000,000 of additional common 
stock (latter to American Natural Gas Co., the parent). 
Previous debt financing was placed privately, If com- 
petitive probable bidders may include The First Boston 
Corp.; Harriman Ripley & Co., Inc.; Glore, Forgan & Co, 
Middie South Utilities, Inc. 

Jan, 23 it was reported that this company is expected 
to sell up to 600,000 shares of additional common stock 
(no par) in the near future. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders—Union 
Securities Corp. and Equitable Securities Corp. (jointly); 
Blyth & Co. Inc.; Lehman Brothers; Kidder, Peabody & 
Co. and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
The First Boston Corp. Proceeds — To finance part of 
1951 construction program. 


® Mississippi Power Co. (7/17) 

Feb. 6, it was reported that this company contemplates 
the issuance and sale of $4,000,000 of preferred stock 
(par $100). Underwriters—To be determined by competi- 
tive bidding. Probable bidders: W. C. Langley & Co., 
Glore, Forgan & Co. and Sterne, Agee & Leach (jointly); 
Blyth & Co., Inc.; The First Boston Corp.; Kidder, Pea- 
body & Co. and White, Weld & Co. (jointly). Proceeds— 
For construction program. Bids—Tentatively expected to 
be received on July 17. 


Monongahela Power Co. (4/24) 
Dec. 1 it was announced company plans issuance and 
sale of $10,000,000 of first mortgage bonds. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Equitable Securities 
Corp.; W. C. Langley & Co. and The First Boston Corp. 
(jointly); Union Securities Corp. and Salomon Bros. & 
Hutzler (jointly): Lehman Brothers; Kidder, Peabody & 
Co. and White, Weld &‘ Co. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane; Glore, Forgan & Co.; Harriman 
Ripley & Co., Inc. Proceeds—For expansion program. 
Offering—Tentatively expected on April 24, with SEC 
registration on March 23. 
Montana-Dakota Utilities Co. 

Oct. 11 company asked FPC for authority to issue $2,- 
800,000 of 242% promissory notes to banks to provide 
funds for its expansion program. These notes, together 
with $3,000,000 of notes authorized by FPC last May, are 
to be refunded by permanent financing before April 1, 
1951. Traditional underwriters are Blyth & Co., Inc. ana 
Merrill Lynch, Pierce, Fenner & Beane. Stockholders on 
Nov. 27 will vote on increasing authorized preferred 
stock from 100,000 to 150,000 shares and common stock 
from 1,500,000 to 2,500,000 shares. R. M. Heskett, Presi- 
dent, stated that about $10,000,000 will be raised within 
the next six months. 


Mountain States Power Co. ‘ 
Jan. 18 FPC approved application of company to split 
up the present common stock on a three-for-one basis 
to help facilitate the sale of additional common stock 
in the near future so as to enable the company to carry 
out its construction program for 1951. Merrill Lynch, 
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Pierce, Fenner & Beane, New York, was the principal 
wnderwriter of a common stock offering in April, 1949. 
Etockholders on Jan. 30 voted the issuance of 900,000 
shares of $7.25 par value common stock in exchange for 
200.000 shares of no par value common stock. 


Nevada Natural Gas Pipe Line Co. : 
Wov. 15 company asked FPC to authorize construction 
and operation of a 114-mile pipeline for the transporta- 
tion of natural gas, which, it is estimated, will cost 
$2,331,350. 


@ New England Power Co. ; 
Jan. 24 it was estimated that $32,000,000 of new financing 
will be required prior to Dec. 31, 1952 (including the 
$12.000,000 of bonds filed with SEC). Between 70,000 to 
80.000 shares of preferred stock may be initially cifered. 
Probable bidders: Harriman Ripley & Co. Inc.; Lehman 
Erothers: Kidder, Peabody & Co.; First Boston Corp.; 
Merrill Lynch. Pierce, Fenner & Beane; W. C. Langley 
&- Co. Proceeds to be used to repay bank loans and for 
construction program. 


New York, Chicago & St. Louis RR. 
Jan. 25 it was reported that in event company refunds 
ifs outstanding $36,057.700 6% preferred stock (par 
$160). with dividend arrearages of $45 per share, prob- 
able bidders for a new preferred stock with a lower 
dividend rate may include Blyth & Co., Inc. The 6% 
preferred is callable at $110 per share, plus accrued 
d' vidends. 

Niagara Mohawk Power Corp. 
Oct. 24%he company estimated that, through 1951, it will 
require not more than $35,000,000 of additional debt or 
equity financing in connection with its 1951 construction 
which is expected to cost $52,328,000. Probable bidders 
for new bonds: Halsey, Stuart & Co. Inc.; Morgan Stan- 
ley & Co.; Kuhn, Loeb & Co.; The First Boston Corp. 


@® WNiagara Mohawk Power Corp. 
dan. 26, it was announced company may sell late this 
year or early 1992 about $15,000,000 of additional com- 
mon stock to finance part of its $150,000,000 construction 
program scheduled for 1951, 1952 and 1953. Probable 
bidders: Merrill Lynch, Pierce, Fenner & Beane; Kidder, 
Peabody & Co. and White Weld & Co. (jointly); Morgan 
Stanley & Co. 

Oklahoma Gas & Electric Co. 
Dec, 20 D. S. Kennedy, President, said company is con- 
ridering refunding outstanding $6,500,000 54% cumu- 
lative preferred stock (par $100) with an equal amount 
of preferred stock with a lower dividend rate and may 
issue additional common stock (par $10) provided mar- 
ket conditions warrant such action, to finance construc- 
tion program. Probable underwriters: Lehman Brothers; 
Smith, Barney & Co.; Harriman Ripley & Co. Inc. 
@ Pacific Power & Light Co. 
Jan. 29 company applied to FPC for authority to con- 
struct a $33,000,000 power plant on the Lewis River in 
the State of Washington. Probable bidders for bonds: 
Halsey, Stuart & Co. Inc.; Union Securities Corp.; Leh- 
man Brothers; Blyth & Co., Inc.; White, Weld & Co. 
and Harris, Hall & Co. (Inc.) (jointly); Blair, Rollins & 
Co. Inc. and Carl M. Loeb, Rhoades & Co. (jointly); 


, 


Kidder, Peabody & Co.; W. C. Langley & Co. and First 
Boston Corp. (jointly). 

® Pennsylvania Power Co. (3/20) 

Jan. 31 company notified SEC it proposes to issue and 
sell 40,000 shares of preferred stock (par $100) to public 
(in addition to 40,000 shares of common stock to Ohio 
Edison Co., parent, at par, $30 per share). Underwriter 
-——To be determined by competitive bidding. Probable 
bidders: Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Glore, Forgan & Co. and W. C. Langley & 
‘Co. (jointly): First Boston Corp.: and Blyth & Co.. 
Inc. (jointly); Lehman Brothers; Smith, Barney & Co.; 
Harriman Ripley & Co., Inc. Wreceeds—For construc- 
tion program. Registration—Expected about Feb. 16. 
Bids—To be opened around March 20. 


Pennsylvania Power & Light Co. 

Jan. 26 it was announced that an offering of 40,000 
énares of preferred stock is expected to be announced 
shortly. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: The First Boston Corp. 
and Drexel & Co. (jointly); Blyth & Co., Inc.; White, 
Weld & Co.; Harriman Ripley & Co., Inc. Proceeds— 
To finance, in part, the company’s expansion program. 
@ Pitney-Bowes, Inc. 

Feb. 5 directors voted to submit to 


4a plan to increase authorized preferred stock by 60,000 
shares in order to have such shares available in the 
+ por ol prone future conditions require new financing. 
est preferred stock financing was placed i ] 
through The First Boston Corp. . miiticnd 
@ Pittsburgh & Lake Erie RR. (2/14) 
Bids will be received by the company, at 466 Lexington 
Ave., New York, N. Y., up to noon (EST) on Feb. 14 for 
the purchase from it of $5,300,000 equipment trust cer- 
tificates, to be dated March 1, 1951, and to mature $530,- 
- rethee ec sgy Asm —— 1 from 1952 to 1961, inclusive. 
rovbabdie bidders: Halsey, Stuart & Co. Inc.: 
Bros. & Hutzler. Se a 5 
Portiand General Electric Co. 
Jan. 27, Thomas Delzell, Chairman, said that the $20,- 
000 Deschutes River project, temporarily being fi- 
manced by short-term borrowings and bank loans, will 


be refinanced later by the sale of lon 
g-term bonds and 
oy Bisth we Go oe a face financing was handled 
-», SMe, robable bidder 
be Halsey, Stuart & Co. In ‘Seen, Eee 


, c.; Salomon Bros. & Hutzler 
and Shields & Co. (jointly): First B : i 
mah Ripley Co.. Inc. 3 oston Corp.; Harri- 


stockholders on April 


The Commercial and Finencial Chronicle . 


Potomac Edison Co. (4/3) 


Dec. 1 it was announced that company plans to issue 
$10,000,000 of first mortgage bonds. Underwriters—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; W. C. Langley & Co. and The 
First Boston Corp. (jointly); Kidder, Peabody & Co. and 
Alex Brown & Sons (jointly); Glore, Forgan & Co.; 
Salomon Bros. & Hutzler; Harriman Ripley & Co., Inc., 
and Union Securities Corp. (jointly); Lehman Brothers; 
Equitable Securities Corp.; Drexel & Co. Proceeds—For 
expansion program. Offering—Expected on April 3 with 
SEC registration tentatively scheduled for March 2. 


Public Service Co. of Colorado 


Nov. 1, J. E. Loiseau, President, announced that “it will 
be necessary to raise additional funds for construction 
purposes in the second guarter of 1951. The amount 
needed is estimated at about $7,000,000.” Probable bid- 
ders for a reported issue of $15,000,000 new bonds are: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc. and Smith, 
Barney & Co. (jointly); The First Boston Corp.; Lehman 
Brothers; Kidder, Peabody & Co.; Harris, Hall & Co. 
(Inc.); Glore, Forgan & Co. and W. C. Langley & Co. 
(jointly). 


Reliance Electric & Engineering Co. 


Jan. 18 stockholders approved a proposal to increase 
authorized common stock from 350,000 shares (209,221 
shares outstanding) to 1,000,000 shares and to effect a 
2-for-1 stock split-up. The stockholders would then have 
preemptive rights in 531,558 of the unissued new shares 
while 50,000 shares would be reserved for future sale to 
employees and for other corporate purposes. Traditional 
underwriter: Hayden, Miller & Co. No public financing 
planned at present. 


Rhinelander Paper Co., Rhinelander, Wis. 


Jan. 22 it was reported company plans issuance and 
sale, without preemptive rights by stockholders, of about 
100,000 shares of common stock (par $5). Underwriter 
—A. G. Becker & Co., Chicago. Proceeds—For new 
construction and working capital. 


St. Louis-San Francisco Ry. 
Jan. 19 it was reported that in event company issues 
and sells $70,000,000 of refundnig mortgage bonds, prob- 
able bidders may include Halsey, Stuart & Co. Inc., 
and Blyth & Co., Inc.; Kuhn, Loeb & Co. 


Salem Gas Light Co. 

Jan. 26 company applied to SEC for authority to issue 
and sell to common stockholders 30,236 additional shares 
of capital stock (par $10) to common stockholders on 
the basis of two new shares for each three shares held. 
New England Electric System (parent), owner of 42,138 
shares (92.9%) of the 45,353 outstanding shares, will 
subscribe for 28,092 shares, plus any not subscribed for 
by the minority stockholders. Price—$15 per share. 
Proceeds—To repay bank loans and advances from 
parent, and the remainder for expansion program. 


® Schering Corp. , 

Feb, 2 it was reported that the company’s entire com- 
mon stock issue (440,000 shares) was expected to be 
registered with the SEC in the near future and offered 
for sale probably in March to the highest bidder by the 
Office of Alien Property. Probable bidders: A. G. Becker 
& Co. (Ine.), Union Securities Corp. and Ladenburg, 
Thalmann & Co. (jointly); Merrill Lynch, Pierce, Fenner 
& Beane; Kidder, Peabody & Co.; F. Eberstadt & Co.; 
Allen & Co.; new company to be formed by United 
States & International Securities Corp.; Dillon, Read & 
Co.; F. S. Moseley & Co.; Riter & Co. 


Sharon Steel Corp. 

Jan, 29 it was announced that as a preliminary to fi- 
nancing some phases of the corporation’s $49,000,000 
expansion program, stockholders will be asked to vote 
at the annual meeting March 22 to increase the debt 
ilmit of the company to $30,000,000 and to increase 
authorized capital stock to 2,500,000 from 1,000,000 shares. 
At present, the company has 925,863 shares outstanding. 
The company’s expansion plan, recently announced, will 
sharply increase ingot capacity, pig iron and coke output 
and finishing facilities. The additions and improvements 
are to be completed over the next five years. 


@® Southern California Edison Co. 

Jan. 29 it was announced that following the proposed 
bond sale (filed with SEC), it is intended to raise an 
additional $58,600,000 through the sale of securities. The 
type of securities involved and time of offering have not 
yet been determined. The proceeds will be used for 
expansion program. 


® Southern Co. (4/3) 

Feb. 6 it was reported that the company plans to issue 
an additional 1,000,000 shares of common stock (par 
$5). Underwriters—To be determined by competitive 
bidding. Probable bidders: Morgan Stanley & Co., Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly); Union Securities Corp. and Equitable 
Securities Corp. (jointly); Blyth & Co., Inc.; Lehman 
Brothers; Harrimon Ripley & Co., Inc. Proceeds—For 
construction program. Bids—Expeeted to be opened on 
April 3. Registration Statement—Scheduled to be filed 
with SEC on March 2. 


Southern Union Gas Co. 
Jan. 18 it was announced company plans to issue and 
sell approximately 27,000 shares of preferred stock (par 
$100) and approximately $4,000,000 of first mortgage 
bonds (in addition to the 150,799 additional shares of 


common stock filed with SEC on Jan. 8.—see preceding 
columns). 


.. Thursday, February 8, 1951 


Texas Gas Transmission Corp. 

Jan. 3 company asked FPC permission for approval of a 
$42,300,000 construction program, which will include the 
building of 580 miles of pipe line to supply natural gas 
in its own mid-Western service area and in Appalachian 
markets. The program would increase the capacity of 
the Texas-to-Ohio pipe line system to over 900,000,000 
cubic feet per day. Tentative plans include the sale of 
around $30,000,000 bonds (which may be placed pri- 
vately with insurance firms) and about $10,000,000 of 
preferred stock (depending upon market conditions). 
The balance of the funds needed will be obtained from 
treasury cash or temporary bank loans. Traditional 
underwriter is Dillon, Read & Co. Inc., New York. 


Texas & Pacific Ry. 
Jan. 24 it was stated that in event company issues and 
sells $36,000,000 of refunding mortgage bonds, probable 
bidders may include Halsey, Stuart & Co. Inc.; Blyth & 
Co., Inc.; Kuhn, Loeb & Co. 


®@ Transcontinental Gas Pipe Line Corp. 

Feb. 2 it was reported directors on Feb. 14 will consider 
a plan to issue and sell $26,500,000 of preferred stock, 
the proceeds of which are to be used to retire a like 
amount of notes which mature on May 1, 1951. Probable 
underwriters: White, Weld & Co. and Stone & Webster 
Securities Corp. Expected in March. 


United Gas Corp. 
Nov. 16, the Division of Public Utilities of the SEC has 
recommended that SEC order Electric Bond & Share Co, 
to dispose of its holdings of 2,870,653 shares (26.95% ) of 
United Gas Corp. common stock. In event of competitive 
bidding, probable bidders may include Lehman Brothers, 


United New Jersey RR. & Canal Co. (2/8) 

Bids will be received at or before noon (EST) on Feb, 
8 for the purchase of $5,669,000 general: mortgage bonds 
to be dated March 1, 1951 at the office of Geo. H. Pabst, 
Jr., Vice-President of The Pennsylvania RR., Room 1811, 
Broad Street Station Bldg., Philadelphia 4, Pa. Probable 
bidders: Halsey, Stuart & Co, Inc.; Kuhn, Loeb & Co.; 
Morgan Stanley & Co.; Harris, Hall & Co. Inc.; Salomon 
Bros. & Hutzler, Dick & Merle-Smith and R. W. Press- 
prich & Co. (jointly); The First Boston Corp.; Lehman 
Brothers; Kidder, Peabody & Co. Proceeds—To redeem 
at maturity (March 1, 1951) a like amount of 342% 
general mortgage bonds. 


United States Pipe Line Co. (Del.) ' 
Sept. 25, it was announced that this company had been 
formed to build, own and operate a petroleum products 
pipeline from the Texas Gulf Coast to St. Louis, Chicage 
and other midwest’ markets to operate as a “common 
carrier.” The initial financing has been arranged for 
privately, with no public offering expected for at least 
two years. E. Holley Poe and Paul Ryan, of 70 Pine St., 
New York, N. Y., are the principal officers of the cor- 
poration. 


Utah Natural Gas Co. 
Nov. 21, the company applied to the Utah P. S. Commis- 


sion for permission to extend the proposed natural gas 
line from northeastern Utah to include additional areas 


sin that State. The estimated cost of the project was in- 


creased to $32,000,000 (from $25,000,000 in the original 
application), according to John A. McGuire, President, 
and the length of the proposed transmission increased 
from 325 miles to 469 miles. 


Utah Pipe Line Co., Dallas, Tex. : : 
Dec. 14 company applied to FPC for authority to build 
a 392-mile pipeline from Aztec, N. Mex. to the Salt Lake 
City, Utah, area, at an estimated cost of $22,000,000. 


Valley Gas Pipe Line Co., Inc., Houston, Tex. 
June 27 company sought FPC authorization to construct 
a $144,500,000 pipeline project to natural gas from 
the Gulf Coast and off-shore fields in Louisiana and 
Texas to markets in Indiana, Ohio and . Come 
pany is now in process of completing. negotiations for 
its major financing requirements. 


@® Virginia Electric & Power Co. 

Feb. 1 it was announced that (in addition to proposed 
issue and sale of 100,000 shares of preferred stock (par 
$100) filed with SEC on Feb. 1) further financing in 
1951 is anticipated in an amount which may aggregate 
$25,000,000. The proceeds will go toward company’s con- 
struction program. 


Westcoast Transmission Co., Ltd. 

Nov. 10, it was announced that Westcoast Transmission 
Co., Inc., its American affiliate, has filed an application 
with the FPC seeking authorization to construct approx- 
imately 615 miles of pipeline for the transportation of 
natural gas in the States of Washington and Oregon (this 
project is estimated to cost $25,690,000). Both companies 
are sponsored by Pacific Petroleums, Ltd., of Calgary, 
Sunray Oil Corp. and other members of the “Pacific 
Group” engaged in active oil and gas exploration and 
development in Western Canada. The completed line of 
both companies, to be about 1,400 miles, will, according 
to estimates, cost about $175,000,000, to be financed 
75% by bonds and the remainder by preferred and com- 
mon stock, Underwriters—Eastman, Dillon & Co. and 
The First Boston Corp. 


Worcester County Electric Co. 


Jan. 22 it was stated early registration is expected of 
$12,000,000 first mortgage bonds. ‘Underwriters—May be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Lehman Brothers; Merrill 
Lynch, Pierce, Fenner & Beane; Kidder, Peabody & Co.; 
The First Boston Corp.; Harriman Ripley & Co. Inc. 
Proceeds—To retire bank loans. 








Continued from page 8 


Dealer-Broker Invest- 
ment Recommendations 


& Co., 15 Broad Street, New York 
5, N: Y. 


“Report To Our Clients, 1950” 
—Brochure—Georgeson & Co., 52 
Wall Street, New York 5, N. Y. 


Uncle’s Paper Turkeys — An 
analysis of market trends—Drey- 
fus & Co., 50 Broadway, New York 
4, N. Y. 


_ Watching Service — Brochure 
describing a new service planned 
to help an investor keep posted 
on his securities by sending brief 
items of important developments 
on securities in which he is in- 
terested —Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 


% * * 


American & Foreign Power 
Company—Analysis—Abraham & 
Co., 120 Broadway, New York 5, 
N. Y. 


American Telephone and Tele- 
graph Company—Table of related 
values — New York Hanseatic 
Corp., 120 Broadway, New York 
Ss, N. Y. 


Anaconda Copper Mining Com- 

pany—Bulletin—Sills, Fairman & 
Harris, Inc., 209 South La Salle 
‘Street, Chicago 4, Ill. 
'"AJso available are data on Co- 
lumbia Gas System, Inc., and a 
memorandum on Oak Manufac- 
‘turing Co. 


Ashland Oil & Refining Com- 
‘pany—Circular—Faroll & Co., 209 
South La Salle Street, Chicago, 
Illinois. 

Aiso available is a study of 
Greyhound Corporation. 


Ben-Hur Products, Inc.—Mem- 
orandum—Holton, Hull & Co., 
210 West Seventh Street, Los An- 
geles 14, Calif. 

Also available is a memorandum 
on Foote Bros. Gear & Machine 
Co. and McDonnell Aircraft Corp. 


Brown Company — Analysis of 
proposed new preferreds — L. S. 
Jackson & Co., Ltd., 132 St. James 
Street. West, Montreal, Que., Can- 
ada. , 


Chadbourn Hosiery Mills 
Memorandum — R. S. Dickson & 
Co., Wilder Building, Charlotte 1, 
N.C. 

Also available is a memorandum 
on National Life & Accident In- 
surance Co, 


Cutler-Hammer, Inc.—Analysis 
—Walston, Hoffman & Goodwin, 
265 Montgomery Street, San Fran- 
cisco 4, Calif. 

Also available is a memorandum 
on Kaiser Aluminum & Chemical 
Corp. and bulletins on Mississippi 
River Fuel Corporation,  Fede- 
rated Department Stores, Link 
Belt Company, and International 
Harvester Co. 


Elliot Company — Analysis — 
David A. Noyes & Co., 208 South 
La Salle Street, Chicago 4, Ill. 

Also available is a brief study 
of Louisville & Nashville Railroad 
Company. 


Foreign Power Securities Cor- 

- poration, Limited—Analysis—Nes- 

bitt, Thomson & Co., Ltd., 355 St. 

James Street, W., Montreal, Que., 
Canada. 


Helicopter Air Service, Inc. — 
Analysis—Cruttenden & Co., 209 
South La Salle Street, Chicago 4, 
Illinois. 


Maine Central vs. Nickel Plate 
—Analysis—Raymond & Co., 148 
’State Stréet, Boston 9, Mass. 

Also available is an analysis of 
Verney Corp. 


Northern Indiana Public Serv- 
ice — Memorandum —Josephthal & 
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Co., 120 Broadway, New York 5, 
N. Y. 


Rhodesia Broken Hill Develop- 
ment Co., Ltd.—Report on zinc 
and lead producer—New York 
Hanseatic Corp., 120 Broadway, 
New York 5, N. Y. ‘ 


Riverside Cement Company— 
Card memorandum — Lerner: & 
Co., 10 Post Office Square, Bos 
ton 9, Mass. 

Also available is a memoran- 
dum on Gear Grinding Machine 
Co. 


Sylvania Electric Preducts, inc. 
—Study of the company in peace 
or in war—Paine, Webber, Jack- 
son & Curtis, 24 Broad Street, 
New York 4, N. Y. 

Also available is a comparative 
analysis of 36 representative 
Banks as of Dec. 31, 1950. 


Vicana Sugar Co. — Special 
memorandum—Edelmann & Cap- 
per, 29 Broadway, New York 6, 
N. Y. 


United States Radiator Corpo- 
ration—Detailed analysis of the 
% cumulative preferred stock— 
J. R. Williston & Co., 115 Broad- 
way, New York 6, N. Y. 


Warren Petroleum — Analysis, 
outlining growth prospects—Halle 
& Stieglitz, 52 Wall Street, New 
York 5, N. Y. 


Welex Jet Services — Memo- 
randum — Laird & Co., Nemours 
Building, Wilmington 99, Del. 


Halsey, Stuart Group 
Offers Equip. Tr. Gifs. 


Offering of $2,415,000 The Nash- 
ville, Chattanooga, & St. Louis Ry. 
212% equipment trust certificates, 
series G, due annually Feb. 1, 
1952-1966, inclusive, is being made 
today (Feb. 8) by Halsey, Stuart 
& Co., Inc. and Associates. The 
certificates are priced to yield 
from 1.90% to 2.65%, according 
to maturity. Issuance of the cer- 
tificates is subject to authorization 
of the Interstate Commerce Com- 
mission, 

The certificates will be secured 
by the following new standard- 
gauge railroad equipment esti- 
mated to cost $3,021,422; six 1,500- 
horsepower Diesel electric road 
locomotive “A” units, ten 1,500- 
horsepower Diesel electric gen- 
eral purpose locomotive units and 
five 1,200-horsepower Diesel elec- 
tric switching locomotive units. 

Associated with Halsey, Stuart 
& Co. Inc, in the offering are: 
R. W. Pressprich & Co., Freeman 
& Company, and McMaster Hutch- 
inson & Co. 


Oakes & Company Is 
Formed in Miami Beach 


(Special to Tue Financia CHRONICLE) 


MIAMI BEACH, Fla.—J. Low- te 
ell Oakes, Jr., has formed Oakes # 
& Company with offices at 605 | 


Lincoln Road to engage in the se- 
curities business. Associated with 
him will be A. L. Pennock Smith. 


SITUATION WANTED 








Wholesaler & Dealer Contact 
Representative Available 


Knows dealers throughout 
the United States and Canada. 
Willing and able to travel. 
Will rélocate if necessary. 
Box P 1026, Commercial and 
Financial Chronicle, 25 Park 
Place, New York 7, N. Y. 











Joins Stewart, Scanlon 


(Special to THe Frnanciat CHRONICLE) 
SAN FRANCISCO, Calif. — 
Leonard J. Smith is now affiliated 
with Stewart, Scanlon & Co., 216 


DIVIDEND NOTICES 














AMERICAN GAS 
AND ELECTRIC COMPANY 
44 
Common Stock Dividend 

e Arcos quarterly dividend of 
seventy-five cents (75c) per share 
on the Common capital stock of the Com- 
pany issued and outstanding in the hands of 
the public has been declared payable 
March 10, 1951, to the holders of record 
at the close of business February 13, 1951. 
W. J. ROSE, Secretary. 

February 1, 1951. 





























AMERICAN 
CAN COMPANY 


PREFERRED STOCK 


On January 30, 1951 a quarterly dividend of 
one and three-quarters per cent was declared on 
the Preferred Stock of this Company, payable 
April 2, 1951 to Stockholders of record at the 
close of business March 15, 1951. Transfer books 
will remain open. Checks will be mailed. 


EDMUND HOFFMAN, Secretary, 











Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 37 
on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared, payable 
March 22, 1951, to holders of rec- 
ord at the close of business on Feb- 
ruary 28, 1951 on the Common 
Stock of Atlas Corporation. 

Wa trer A. Peterson, Treasurer 


February 3, 1951 























ALLIS-CHALMERS 
(AC>)_—__ MFG. CO._—$ 


COMMON DIVIDEND NO. 107 
A regular quarterly dividend of seventy- 
five cents (75¢) per share on the issued 
and outstanding common stock, without 
par value, of this Company has been de- 





clared, payable March 31, 1951, to stocl® 
holders of record at the close of business 
March 5, 1951. 


PREFERRED DIVIDEND NO. 18 


A quarterly dividend of eighty-one and 
one-quarter cents (8144¢) per share on 


the 344% Cumulative Convertible Pre- 
ferred Stock, $100 par value, of this Com- 
pany has been declared, payable March 5, 
1951, to stockholders of record at the close 
of business February 20, 1951. 

Transfer books will not be closed. 

Checks will be mailed, 


W. E. HAWKINSON, 
Secretary and Treasurer, 
February 1, 1951. 









INVESTMENT COMPANY 
OF ILLINOIS 


T CONSECUTIVE DIVIDEND 
ON COMMON STOCK 


815 


The Board of Directors declared 


SSeS 
Se nee Ss 
SS 


a regular quarterly dividend on e 
the Common Stock of 40 cents 7 


SIS 


per share, payable March 2, 





$Z 
1951, to stockholders of record y 
February 15, 1951. Ce 
D.L. BARNES, JR. @& 


. a Treasurer 
January 29, 1951 


Se 
SSS SS 





Financing the Consumer through na- é 3 
tion-wide subsidiarics— principally: 


allo ) 





Public Loan Corporation 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 


Citizens Finance Company 

















(655) 43 
Montgomery Street, members of > 
the San Francisco Stock Ex- DIVIDEND NOTICES 
change. He was formerly with 








Davies & Mejia. 





TECHNICAL OIL FIELD SERVICES 


LANE-WELLS 


COMPANY 





DIVIDEND NOTICES 



















































































Dividend Notice 


The Directors have declareda quar- 
terly dividend of 60 cents per share 
on the common stock, payable 
March 15, 1951, to stockholders 
of record February 21, 1951. 


WILLIAM A. MILLER 
Secretary-Treasurer 


EATON MANUFACTURING COMPANY 
Cleveland 10, Ohio 

Wishes to inform its 

shareholders of record 

close of business Feb- 
ruary 5, 1951, that Dividend No. 
lll of Fifty Cents (50¢) per 
share will be paid on March 3, 
1951, by order of the Board of 
Directors. 


H. C. STUESSY, Secretary 
February 5, 1951 








NATIONAL CONTAINER 
CORPORATION 


On February 5, 1951, a regu- 
lar quarterly dividend of 20c 
per share was declared on 
the Common Stock of the 
National Container Corpora- | 
tion, payable March 10, 1951 
to all stockholders of record 
February 20, 1951. 


HARRY GINSBERG, 








THE DAYTON POWER AND 
LIGHT COMPANY 


4 


4 
























































Treasurer. ‘ = 
peas, , DAYTON, OHIO ; 
19th Consecutive Quarterly Dividend 
The Board of Directors has declared a 
regular quarterly dividend of 50c per 
share on the Common Stock of the Com- 
pany, payable on March 1, 1951 to 
stockholders of record at the close of 
business on February 14, 1951. 

GEORGE SELLERS, Secretary 
February 2, 1951 ‘ 
SRER? a 2, ORR Soe SRE” > 
7 MANUFACTURING 
a7 
ee) COMPANY 
30 ROCKEFELLER ~£' 2 KEW YORK 20, pas Aah 
ve ™ Boston, February 1, 1 
N.Y. yes : sie 
PLAZA PROTECTION] A regular quarterly dividend of Seventy-five 
Cents (75¢) and an extra dividend of Fifty Cents 
(50¢) per share have been declared payable 
February 15, 1951, to stockholders of record at 
A quarterly dividend of $1.00 per the close of business February 8, 1951. 

” Checks will be mailed by the Old Colony 
aa hes been declared vs vs Trust Company of Boston, Dividend Disburs- 
$4 Cumulative Preferred Stock ing Agents. 

, PAuL E. Crocker, Secretary 
payable March 15, 1951 to stock- . . , 
160 State Street, Bos , Mass. 
holders of record at the close of busi- » Sate Meret, 2 ery ont 
ness March 1, 1951. Mie 
A quarterly dividend of $.50 per —— 
share has been declared on the fi 
Common Stock payable March 
10, 1951, to stockholders of record ] TISHMAN REALTY & 
at the close of business February 24, | 
1951, CONSTRUCTION CO. inc. 
CLIFTON W. GREGG, P 
Vice-President and Treasurer | DIVIDEND NOTICE 
Februery 7, 1951 
" The Board of Directors de- 








clared a quarterly dividend | 
of thirty-five cents (35¢) per 
share on the Capital Stock 
of this corporation, payable 
March 27, 1951, to stock- 
holders of record at the close | 
of business March 15, 1951. 


‘ 
NORMAN TISHMAN, President 


3s West Renn 


Electric Company 


(INCOR PORATED) 
QUARTERLY DIVIDEND 
DECLARED 


Common Stock 
50¢ per share 


Payable on March 19, 195! to 


BENEFICIAL 


INDUSTRIAL LOAN 
CORPORATION 


DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors as follows: 


CUMULATIVE PREFERRED STOCK 


$3.25 Dividend Series of 1946 
$.81'% per share 


(for quarterly period ending 
March 31, 1951) 



























COMMON STOCK 
Quarterly Dividend of $.37'2 
per share and in addition 
an Extra Dividend of 
$.12'2 per share 
The dividends are payable 
March 31, 1951 to stockholders 
of record at close of business 

March 15, 1951. 


PHILIP KAPINAS 
















January 23, 1951 Tréasurer stockholders of record on 
| March [, 1951. 
L< of ) r ~ 
beet \Besomial) 'N U.S. 08s, H. D. MeDOWELL, 
600 OFFICES nape <0 | AND CANADA § Secretary 











February 7, 1951. 

















“i 


Washington .. . 


ANT Behind-the-Scene Interpretations 


from the Nation’s Capital 


WASHINGTON, D. C.—If any- 
"thing can be reckoned as a cer- 
tainty in this capital of confusion, 
it is that the Federal Reserve 
Board will make little progress 
in persuading Congress to go 
along with its death-bed conver- 
eion.to higher interest rates. 

The Administration’s opposition 
already has been made clear in 
the action of President Truman 
in calling the Board and the Open 
Market Committee to the White 
Hiouse to let these gentlemen 
know that Mr. Truman means it 
when he says the 2'2% rate is to 
etick for the duration. 

There was also released be- 
Jatedly the views of two members 
of the Council of Economic Ad- 
visers, Chairman Leon H. Keyser- 
ling and member John D. Clark. 
The two attacked completely the 
fundamental thesis of the Board’s 
position on higher interest rates, 
mamely, that they would curb in- 
flation and that overall curtail- 
ment of bank credit expansion 
was desirable. There is a pre- 
sumption that Roy Blough, the 
third member of the CEA, goes 
along with the Reserve Board, but 
his adherence to the cause will 
mot decisively help it at this time. 


Among the 435 members of the 
House and 96 members of the 
Senate, it may be doubted more 
than a score of Representatives or 
half-dozen Senators can actually 
comprehend the .technical argu- 
ment that by raising interest rates, 
credit can be curtailed. The over- 
whelming majority would be in- 
clined to react, as did Chairman 
Joseph C. O'Mahoney of the Joint 
Economic Committee, when Mar- 
riner S. Eccles presented this idea 
to the committee recently. 
O’Mahoney said, in substance: 

You mean what you are asking 
is that at a time when we are 
freezing everybody’s wages and 
raising everybody’s taxes you are 
proposing that banks and other 
big interests shall have a raise in 
pay through higher interest rates 
so that taxpayers can pay them 
more money. 

This is the simple demagogic 
way in which this issue would be 
regarded if it were ever put to a 
test vote, but even a test vote is 
remote. The published views of 
the 400 economists would be re- 
garded practically as naught. 


There is more to it than this, 
however, for the Federal Reserve 
Board's following in Congress has 
seldom been smaller, a condition 
which Congressmen would say, if 
possibly not for publication, is the 
Board’s own fault. 

Those who might have been im- 
pressed with the apparent deep 
sincerity of the Reserve Board in 
asking currently for the abandon- 
ment of the rigid pegs, wonder 
why the Board waited until this 
time—when any one can compre- 
hend that the Administration’s 
“battle” against inflation is fought 
half with blank cartridges —to 
finally come around to this view- 
point. During all the postwar 
years, the Board has stoutly de- 
fended the 242% top rate. They 
did this even to heaping scorn 
upon those who several months 
ago, dared to question this policy. 

Mr. Eccles has frequently ar- 
gued the dire consequences of 
abandoning the 212% rate, that it 
would scare holders of E bonds, 
and so oh, Conseqnently, after 
having been fed for years the gos- 
pel accerding to 212%, Congress 
finds it a little hard to understand 
the conversion, even with such a 
convincing advocate as Mr. Eccles 
stating the case. 


Actually the Board stuck to the 
ancient gospel until the figures 
showed people had lost interest 
in savings money. This kind of a 
conversion, likewise, does not im- 
press too many Congressmen. 

However, what is cited as a 
fundamental difficulty of the Fed- 
eral Reserve Board is that it has 
become so steeped in pure mone- 
tary theory that it has lost sight 
of the human and political con- 
siderations of policy. The incen- 
tive to save is not to be released 
from the chains of 242% until it 
is proved absolutely necessary. 

Thus, Chairman Tom McCabe 
the other day complained because 
insurance companies in the post- 
war era were selling too many 
governments and moving into 
more profitable loans and invest- 
ments. It is almost as though Gov. 
McCabe considered insurance 
companies to be rival aggrega- 
tions of capital which were op- 
erating to thwart the divine will 
of the Reserve Board’s monetary 
managers. 

It doesn’t seem to influence Mr. 
McCabe's thinking that insurance 
companies are aggregations of in- 
vestments of millions of people 
who are trying desperately to se- 
cure some earnings on their sav- 
ings—within and despite the pat- 
tern of 24.4%. Likewise Gov. Mc- 
Cabe seems to overlook the fact 
that the movement out of govern- 
ments was in large part a re- 
sponse to another high govern- 
ment purpose, the construction of 
millions upon millions of housing 
units at a cheap money cost — 
albeit not as cheap as the going 
government rate. 


In 1935 the Banking Act of that 
year sought to sew up the inde- 
pendence of the Reserve Board 
from the Administration by tak- 
ing the Comptroller of the Cur- 
rency and Secretary of the Treas- 
ury off the Board, and by giving 
the members 14-year terms. The 
Board’s independent status as an 
agency of Congress was under- 
scored. 

Nevertheless, Congressmen feel, 
the Board has until even this date 
acted as though it were entirely 
a member of the executive team. 
It usually allows the Budget Bu- 
reau to express an opinion on its 
proposed legislation — although 
not always being bound by the 
opinion of the Budget Bureau. 


Occasionally, but only rarely, 
has the Board as such spoken up 
against the postwar headlong 
flight into new and extravagant 
annual social undertakings, even 
though the ultimate logic of these 
was inflation. It has approached 
Congress by shutting the eye to 
what was happening in the “lay 
world” of the Roosevelt-Truman 
Administrations, and given the 
harshest prescription it could to 
cure the evils generated thereby. 
For that reason it lacks following 
even among Congressional con- 
servatives who should be its na- 
tural supporters. 


And, it is apparent at every 
hearing of Congress, that hardly 
a handful of Congressmen com- 
prehend that it is by law an 
agency of Congress, and are sur- 
prised when the Board regularly 
says it is. 


The isolation is even physical, 
epitomized by the heavily guarded 
building on Constitution avenue. 
The Board does not. welcome 
criticism even from those who 
would like to be its best friends. 

% es Es 

Total automobile production 
during the first quarter 6f 195% is 
now expected, controls and all, ac- 
cording to latest forecasts, to equal 


The Commercial and Financial Chronicle . 


BUSINESS BUZZ 





























“Take a press release, Miss Jones: ‘Bloopbottom and 
Company announces that its Treasurer, Mr. Otis Filch- 
more, is leaving the city for an extensive vacation!’ ” 


or exceed first quarter 1950 out- 
put, but, except for Chrysler, most 
other makes of cars will be cut 
back 20% to 25%. Because Chrys- 
ler was shut down for 100 days 
in 1950, most of it during the first 
quarter, it has a quota, in effect, 
larger than other producers and 
will pull the total output of the 
industry up to or better than last 
year, it is reported. 

It is now expected that second 

quarter output probably will cut 
back 35%. Beyond the second 
quarter, there is no informed 
guessing. 
Although the scrap over draft- 
ing 18-year-olds is overshadowing 
the whole selective service bill, 
Congressmen are prepared to give 
the Administration a battle on two 
other provisions of the bill. 


One would give broad power to 
the President, allegedly, to build 
up a reserve of technically -trained 
personnel, to haul 75,000 young 
men out of the Services, after they 
had undergone their “boot” train- 
ing, and send them to colleges. 
Congress wants the conditions of 
selection of these favored boys 
spelled out, as well as the terms 
under which they would go to 
college, and does not desire to 
leave this to Administration whim. 


Another controversial provision 
gives the President the broadest 
possible authority to rehabilitate 
4-F’s, sending them to hospitals 
and schools, building the hospitals 
and schools, and much else. The 
fear is that such broad provisions 
might be used to launch some 
new broad social programs. 


Congress’s semi-private reaction 


toward General Eisenhower’s 
Congressional presentation was 
that he “pulled his punches,” and 
tried to calm Congressional fears 
about sending troops to Europe. 
They gather that General “Ike” 
leans toward the idea of no posi- 
tive troop commitments until the 
firmest kind of commitments are 
obtained from Atlantic Pact al- 
lies. Within reason, this will “‘sell’”’ 
to Congress. Belief in Congress is 
that the tentative disposition of 
the U. S. is to supply troops for 
the North Atlantic forces on the 
ratio of one U. S. soldier to every 
five supplied in the aggregate by 
all the other Pact members. 


A prominent member of Con- 
gress who advocated publicly a 
“quickie” tax program got del- 
uged with mail from his constit- 
uents letting the gentleman know 
in no uncertain terms that the 
constituents thought that the gov- 
ernment was collecting enough, 
and ought to do something about 
cutting expenses before putting a 
bigger bite on the taxpayers. 


Everybody is wondering why 
Eric Johnson wants another 
Labor-Management wage stabili- 
zation conference. All previous 
such conferences have been 
wonderful dog fights, and organ- 
ized Labor is sure to use the con- 
ference to clamor for repeal of 
the Taft-Hartley Act. 

(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 


and may or may not coincide with 
the “Chronicle’s” own views.) 


. . Thursday, February 8, 1951 
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Business 
Man’s 


Bookshelf 


Tell the West—Jerzy Gliksman 
—National Committee for a Free 
Europe, Inc., Empire State Build- 
ing, New York 1, N. Y.—paper— 
15c. 

How te Make a Killing in Wall 
Street and Keep It!—Formula for 
market gains plus “fabulous forty” 
stocks which made _ spectacular 
percentage gains in the last bull 
market—$l1—Dept. 6, McKay, 225 
Park Avenue, New York 17, N. Y. 


Market X-Ray Graph: 78 stocks 
whose appreciation possibilities 
offer an opportunity for profit on 
a limited risk plan — Available 
with a four-week trial subscrip- 
tion, which includes current Mar- 
ket X-Ray Graphs and explana- 
tory manual, “A New Look Inside 


The Market.” —$5— Dept. C-2, 
Market Action, Incorporated, P. 
O. Box 986, G. P. O., New York 1, 
N. Y. 


1951-1956 Trend Outlook with 
two charts, detailed month by 
month for 1951, and general ex- 
pectations ahead to 1956—$35, or 
with one year weekly bulletins, 
both inclusive, $125—-James Mars 
Langham, Box 795, Santa Monica, 
Calif. 
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Maule Industries, inc. 
Kimberly Corp 
Silver Bell Mines 
A. M. 1., Inc. 


Blair F. Claybaugh & Co. 


Members Philadelphia-Baltimore 
Stock £ hange 
N. Y. Security Dealers Association 


Tel.: HAnover 2-1064 Tele: NY 1-2177 
52 Wall Street, New York 5, N. Y. 








For 
Large Appreciation Potential 


WE SUGGEST 


RIVERSIDE CEMENT CO. 


CLASS B (common) STOCK 


A leading producer of cement 
in fast-growing Southern 
California. 


Analysis of this Company and 
a review of the Cement Indus- 
try available on request. 


Selling about $12.25 
LERNER & CO. 


Investment Securities 


10 Post Office Square, Boston 9, Mass. 
Tel. HUbbard 2-1990 














HAnover 2-0050 


Firm Trading Markets 


FOREIGN SECURITIES 


All Issues 


CARL MARES & (O. INC. 


Teletype—NY 1-971 








50 Broad Street 


———===——a 





FOREIGN SECURITIES 
SPECIALISTS 


New York 4, N. Y. 























Allied Electric Products* 
Baker Raulang 
Gisholt Machine Co. 
W. L. Maxson 


*Prospectus on request 


Hill, Thompson & Co., Inc. 
Trading Department 
70 WALL STREET, N. Y. 5 
Tel. WHitehall 4-4540 














